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NUMBER TWO OF A SERIES 


Gre vast oil fields of America, once 


manifested by surface shows atop springs, 
pits, and creeks, were looked upon as 
“health and life-giving baths’’ by the 
Indians who used these petroleum seep- 
ages as medication for themselves and 
their livestock. The oil seepages 
and tarpits of the frontier repre- 
sented an untold wealth that was 
to be the cornerstone of an Amer- 
ican prosperity and economy... 
the envy of all the world. 
American ingenuity led to the 
discovery of the many uses to 
which petroleum could be put, 
then devised ways to produce oil 








INDIANS of the late seventeenth century at the 

Seneca Oil~«Spring in Pennsylvania applying 

petroleum as a natural therapy. The seepages 

were used for fire tipping arrows and also as 
ar paint. 


in quantity. The modern era of petroleum’s 
production history began with the 
twentieth century and in the following 
decades miracles were wrought in the oil 
industry. One such miracle, the intro- 
duction of the Hughes Rock Bit in 1909, 
revolutionized the oil industry by 
making possible volume produc- 
tion with rotary drilling through 
previously impenetrable geologi- 
cal formations. Since volume pro- 
duction of petroleum was made 
possible by rotary drilling, Hughes 
Rock Bits have become known 
and accepted as ‘‘WORLD STAND- 
ARD OF THE INDUSTRY.” 


HUGHES t00t company 


WORLD STANDARD OF THE INDUSTRY 
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Nylon shock shields used only 
in B. F. Goodrich truck fires 


A typical example of B.F.Goodrich improvement in tires 


gyri large size B. F.Goodrich truck 
tire is now being built with a 
nylon shock shield under the tread. 
This nylon shock shield breaks the 
force of sharp blows, protects the 
rayon cord body from the constant 
impacts which so often cause weak- 
ness and tire failure. 

When a heavy truck hits a rock, a 
curb, or deep rut, the tire has to ab- 
sorb the blow. Such an impact often 
leads to a bad bruise or eventually a 
blow-out. That’s the principal reason 
why so many truck tires reach the scrap 


pile before they're really worn out — 
why more tires can’t be recapped. 

In all B. F. Goodrich truck tires sizes 
8.25 and larger nylon shock shields 
give extra protection to the cord body. 
This results in a four-way savings for 
truck owners: (1) Average tire mile- 
age is increased. (2) Tires have greater 
resistance to bruises. (3) There's less 
danger of tread separation. (4) More 
tires can be recapped. 

The development of truck tires with 
a nylon shock shield is typical of the 
constant improvement being made in 


all types of tires by B.F.Goodrich. 
Only from B.F.Goodrich can you get 
truck tires with a nylon shock shield 
over a weftless rayon cord body. 

Nylon makes tires more expensive 
to build, yet these new B.F.Goodrich 
tires that are better than prewar sell 
at regular prices. The B.F.Goodrich 
Company, Akron, Ohio. 


Tuck Ti, 
B.F. Goodrich 
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TROUBLE SPOTS IN BUSINESS........P. 11 
Cash is running low in some firms. Signs 
of trouble are appearing in the business 
outlook. Bankers are telling clients to be 
cautious. This article explains what is 
happening te the boom. 


PUSH OF THE COMMUNISTG..........P. 13 
Who are the Communists? How do they 
operate? Here’s a study of Communists 
in Italy, showing how cells in other parts 
of the world can be expected to act. 


LONG WAIT FOR AUTOG.............. P. 14 
It won't be easy to buy an automobile in 
1948, unless a setback hits U. S. Demand 
for autos still is astronomic. You can buy 
high-priced cars now, but the time is not 
yet in sight when you can walk into a 
showroom and drive away a lower-priced 
car. 


HOW BROKE IS EUROPE?.............. P. 17 
U.S. taxpayers will foot the bill for aid 
to Europe. Nations abroad will not be 
asked to liquidate much of their _ 
assets. Is Uncle Sam being liberal, 
realistic? Here’s the explanation. 


EUROPE’S MOVES TO UNITE.......... P. 20 
Faltering steps toward a united Europe 
have been taken. The “Benelux” customs 
union now is operating. Other economic 
accords are being discussed. So are mili- 
tary and political alliances. But there’s 
still a long way to go, as this article ex- 
plains. 


INVESTMENTS IN MEXICO............ P... 22 
Below the border there is the prospect 
of big profits. American capital is mov- 
ing south despite restrictions of the Mexi- 
can Government. It’s something more 
than warm weather that attracts U.S. 
investors. 


BIGGER BENEFITS FOR Gi'S............ P. 24 
Veterans are to get more help in school- 
ing and job training. How much this help 


News within the News 





is to be, and what the cost of it will be to 
the taxpayer in good times and bad, is 
outlined. 


ARAB SQUEEZE ON U. S............... P25 
One Bedouin with a stick of dynamite 
could block vital oil deliveries in the 
Middle East. It’s a touchy situation in 
Palestine. American diplomatic, military 
and economic policies are at stake. Here’s 
an up-to-the-minute report on the drive 
to force U.S. out of Palestine. 


INFLUENCE OF THE POLLG.............. P. 28 
Public-opinion polls, modern version of 
the referendum, are back of many a pres- 
idential boom. They make candidates 
and break them. They determine the 
votes of many Congressmen. It’s a new, 
and influential, business. 


HOW YOU CAN SAVE TAXES........ P. 51 
Do you know what deductions you are 
permitted on your income tax? Here’s a 
guide to help you as the March 15 dead- 
line comes nearer. 
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parts of the body. 





enter the blood stream and cause damage or disease in other 


Periodic examination, cleaning, and treatment of teeth 


serious damage occurs. 


Gums must also be guarded. 








pyorrhea, and trench mouth can indicate infection. They 


may result in loss of teeth and affect general health. Sz 
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Good teeth deserve good care 


Dental 
clean your teeth and gums carefully 


authorities urge that you 


after meals and before going to bed. 


You can help to maintain healthy 
gums, and to retard the rate of decay in 
teeth, by keeping your general level of 
health high. Eat enough of such foods 
as milk, milk products, eggs, fresh vege- 
tables and fruits. 

The right diet is especially important 
for very young children who need foods 
tichinmineralsand vitamins to help build 
strong, sound teeth and healthy gums. 
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Vigorous chewing of tough, crisp foods 
aids in keeping teeth and gums healthy. 
Fruits, preferably at the end of the 
meal, help to clean the teeth and prevent 
decay. They are also helpful in prevent- 
ing bleeding gums. 

Don’t wait for pain to drive you to 
the dentist. Visit him every six months, 
or at such intervals as he suggests. His 
examination, aided when necessary by 
the X-ray, usually can detect hidden 
trouble such as abscesses at the roots of 
apparently healthy teeth. Prompt treat- 
ment can generally correct the condition 
before it may impair your health. For 
further helpful information on teeth and 


TO VETERANS—IF YOU HAVE NATIONAL SERVICE LIFE INSURANCE—KEEP IT! 
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gums, send for Metropolitan’s Free 
Booklet, 38-K, “Good Teeth.” 
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COPYRIGHT 1948— METROPOLITAN LIFE INSURANCE COMPANY 


Meteenebiies Life 


Insurance Company 
(A MUTUAL COMPANY) re 
Frederick H. Ecker, ? 


CHAIRMAN OF THE BOARD 
Leroy A. Lincoln, PRESIDENT 
1 Mapison Ave., New York 10, N.Y, 





TO EMPLOYERS: Your employees will 
benefit from understanding these impor- 
tant facts about their teeth. Metropolitan 
will gladly send you enlarged copies of 





this adverti ft itable for use on 


your bulletin boards. 
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Grandma knew all 
about combustion... 


CITIES “A clean lamp burns bright- 
ly,” that was enough for 
Grandma. She knewhowto | 
get the best performance 
out of a lamp even if she couldn’t 


explain combustion in her own words. 


SERVICE 


She knew it had something impor- 
tant to do with cleanliness. “Keep it 
clean,” she would say, “And you'll 
get the best results.” 


Cleanliness is still the watchword 
of efficient combustion. But in to- 
day’s high powered internal combus- 
tion engines residual materials must 
be removed by arduous hand clean- 
ing operations or by specially devel- 
oped solvents. Two such solvents are 
Cities Service Cisco Pep and Cities 
Service Cisco Solvent. 


Cisco Pep, designed for lubricat- 
ing the upper cylinder area of en- 
gines and freeing valves and rings, 
also leaves a protective lubricant 
film on the cleansed surface. Cisco 
Solvent working on the crankcase 
zone removes and flushes away 
harmful sludge, “carbon,” or abra- 
sive material. 





For further information or a free 
demonstration on your equipment 
by a Cities Service combustion spe- 
cialist (in the Cities Service market- 
ing territory East of the Rockies), 
write Cities Service Oil Company, 
Sixty Wall Tower, Room 48, New 
York 5, N.Y. 


CITIES SERVICE OIL COMPANY 


NEW YORK + CHICAGO 
In the South: ARKANSAS FUEL OIL COMPANY 











Stay-at-homes. Where international 
conferences are concerned, President Tru- 
man is definitely a homebody. He doesn’t 
intend to budge out of Washington, even 
to meet Joseph Stalin of Russia. He met 
Mr. Stalin once and the acquaintanceship 
ripened into anything but a_ beautiful 
friendship. : 

As world affairs are going, a number of 
statesmen, including Winston Churchill, 
think the best chance for an understand- 
ing with Russia lies in another meeting of 
Mr. Truman, Mr. Stalin and Prime Minis- 
ter Attlee of Great Britain. The idea is 
that they put the “Big Three” in working 
order again. 

But Mr. Truman has a feeling that he 
got gypped the last time they met—at 
Potsdam, An agreement was worked out 
there, intended to settle many things. But 
its application bogged down in a seman- 
ticist’s argument over the meaning of the 
words that were used, with Russia going 
right ahead according to her own inter- 
pretation. 





Mr. Truman would be glad to talk 
things over with Mr. Stalin, though, if the 
Russian would just come to the White 
House for the meeting. But, Mr. Stalin, 
by all accounts, has developed into as 
much of a stay-at-home as Mr. Truman. 
He’s sticking to the Kremlin. 

The upshot of it all is that Russo-Amer- 
ican relations are going to continue 
through regular channels of diplomacy. 


Bankers’ balk. Friends of Marriner S. 
Eccles, mostly high-pressure — thinkers, 
have been concentrating lately on a 
single bafHing question: Who nudged 
President Truman into deposing Mr. 
Eccles as Chairman of the Federal Re- 
serve Board? After much meditation and 
discussion, they have decided that A. P. 
Giannini, powerful head of the Bank of 
America, in California, had a good bit 
to do with it. 

They see others implicated, of course, 
big bankers and little bankers, But they 
think Mr. Giannini applied the coup de 
grace, because he was out to defeat Mr. 
Eccles’s bank holding company bill which 
would forbid some of Bank of America’s 
side-line activities. 

The Eccles group also sees a political 
specter behind it all, a deal for Mr. 
Giannini’s help in California when elec- 
tion time comes around. 


The March of the News___ 


Rebel yell. The big thing about the 
Southern clamor against President Tr. 
man’s civil rights program is not its effect 
on the presidential election. Southerners 
have talked about bolting before, byt 
usually wind up safely within the Demo. 
cratic domain. 

What matters this time is that Mr. Tru. 
man has lost his easy, pleasant liaison 
with Southern members of Congress, who 
furnish the backbone of Democratic 
strength at the Capitol. As a result, Mr, 
Truman’s whole program is languishing, 
This means taxes, appropriations, Euro- 
pean aid and other things, as well as 
antilynching, anti-poll tax and _anti-Jim 
Crow legislation in general. 

While the South is out of sorts with Mr. 
Truman, he’s counting on its help on 
election day. Meanwhile, legislation suf. 
fers, and the situation won't be improved 
by a forthcoming presidential order on 
nondiscrimination in Government em- 
ployment. 


Veterans and votes. Bills to make the 
veteran happier are zipping through the 
congressional machinery as election time 
approaches. Partly responsible are veter- 
ans who are members of Congress and 
find their lot an unhappy one. Some 160 
who served in World War II got elected 
to Congress in 1946, and getting re- 
elected is proving a grim business. 

Many are up against other veterans 
who contend that this group has done 
little or nothing for the veteran during its 
term in office. Others have old-line poli- 
ticians, whom they ousted in 1946, run- 
ning against them again and appealing 
for votes on the same basis. 

Members of the veterans’ group started 
out with the attitude that they were not 
“gimme boys.” But political necessity is 
making them think twice. 


C. S. A.’s comeback. In these days of 
shifting money values, an old currency, 
long worthless, is making a mild come- 
back. It is Confederate money. A constitu- 
ent sent Representative Prince Preston 
(Dem.), of Georgia, a Confederate $5 
bill, asking that it be redeemed in new 
money if it was good. Out of sentiment- 
both of Mr. Preston’s grandfathers fought 
in the Confederate Army—he redeemed 
the bill, himself, at face value. Word 
spread in the Congressman’s district, A 
notice appeared in the paper, attics were 
searched, Mr. Preston had to call a halt. 
But there was a new turn: Letters began 
coming in from people who wanted Con- 
federate money for souvenir purposes and 
were willing to pay from 50 to 100 per 
cent of face value. Mr, Preston has been 
getting buyer and seller together and re- 
ports numerous sales at a substantial ex- 
change rate. 
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Excitingly MODERN! 
Strikingly DIFFERENT! 


yx 2 NEW BIG JOBS! 


Biggest Ford Trucks ever built! 145 H.P. 
engine! Up to 21,500 Ibs. G.V.W.! Up 
to 10.00-20 tires! 


yy NEW MILLION DOLLAR TRUCK CAB! 


With living room comfort! Biggest con- 
tribution to driver comfort in 20 years! 
New 3-way air control. New coach-type 
seats. New picture-window visibility! New 
Level Action cab suspension! 





w 3 NEW TRUCK ENGINES! 


A new Six, two new V-8's! Most modern 
engine line in the truck field! Up to 145 
H.P.! High turbulence combustion chambers! 
New Loadomatic ignition! 4-ring pistons! 


vy OVER 139 NEW MODELS! 


Widest job coverage in Ford Truck 
history! Cab-Over-Engine and conven- 
tional chassis! Panel, Pickup, Express, 
Stake and Platform bodies! G.V.W. 
ratings 4,700 Ibs. up to 21,500 Ibs. 


Listen to the Ford Theater over NBC stations 
Sunday afternoons, 5:00 to 6:00 p. m., E. S. T. 
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INS E EXPERTS 


Hub Caps at extra 
cost when avatlable. 


Hottest truck line in 
Leader in Trucks Built 


Our trucks are red-hot! That’s 
because they’re brand new! Ford 
Bonus Built Trucks for ’48 are 
brand new in every important 
way but one! 

Big exception is truck-building 
know-how! That isn’t new with 
us! We’ve been building trucks 

. and we’ve built more trucks 
than anyone else... for over 30 
years! We’ve picked up more truck 
know-how than anyone else! 

From a combination of the 
NEW in truck engineering and 
the KNOW-HOW of truck expe- 
rience, you get new thrift! ... 
new performance! . . . new 
reliability! 


o > RUCKS 


RRO BRO IMRE TE 


history...from the 
and Trucks in Use! 


In Ford Trucks you get Bonus 
Built construction, the’ extra 
strength that pays off two ways. 
First, Ford Bonus Built Trucks 
are not limited to just one job, 
but are good all-around workers 
in a wide range of jobs. Second, 
Ford Trucks last longer. Life 
insurance experts certify proof 
that Ford Trucks last up to 
19.6% longer! 

Drop in on your Ford Dealer 
to size-up the new engines... 
new cabs... new BIG JOBS... 
over 139 new models in the big- 
gest Ford Truck line in history! 


*BONUS: “Something given in addition to what is 
. ” g , 
usual or strictly due.'’"— Webster's Dictionary 





LAST UP *O 19.69 LONGER: 








We don’t like 
the high cost of living 


any more than YOU do 





When prices are low, more people can buy. When 
prices are high, fewer people can afford to buy. That’s 
as bad for us as it is for you. So we’re always looking 
for increased efficiency as well as improved products. 


Every month the ablest men from all our com- 
panies sit down at a table to pool their brains and 
experience. The first question always is, ‘‘How can 
we keep quality up... and prices down?”’ 


Here are some figures which show how milk prices 
compare with food prices, from 1939 to 1947: 


Increase in cost of food ......... 106% 
Increase in cost of fluid milk ...... 63% 


Notice that milk has not increased nearly so much as 
the average of other foods. Our profit from all of our 
milk divisions averaged less than ’2 cent per quart of 
milk sold in 1947—far less than the public thinks 
business makes—and much less than the average 
profit in the food industry. 


Milk, nature’s most nearly perfect food, gives you 
more for your money than anything else you can eat. 
It’s our job to see that milk—and cheese, butter, ice 
cream and other products made from milk—are full 
of flavor and nutrition. And that they are available 
at the lowest possible prices to the largest num- 
ber of people. 














pe 





An impartial national survey shows that 
most Americans consider 10%-15% on sales 
a fair profit for business. Compared to this, 
the average profit in the food industry is 
less than 5%. And National Dairy’s profit in 
its milk divisions in 1947 was less than 2%. 
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Now that the boom is wobbly, shaky in its price underpinnings: 
Watchful waiting, caution is to become the dominant business policy. 
Dollars, cash, take on greatly increased importance. 
Debt, incurred at this level of prices, is not so desirable with doubt 
“we raised as to the permanence of the boom and of the price level. 

Goods will be less sought after if they can be had later at less cost. 

Jolt given to commodity prices is like that of a year ago. Only, this time: 
(1) the crack comes at a much higher level of prices; (2) distortions in the 
price structure are much greater; (3) shortages for most things are eased. 

Crop failures in U.S., Europe cut short the adjustment that started last 
year and started prices in a new swing upward. This time, prices reflect short 
crops at a time when the world crop outlook is much more favorable. 











If a setback, a check to inflation, is occurring, as seems probable: 

Timing suggests that a slowing in activity will show before midyear. 

Depth of any setback is likely to be 15 to 20 per cent from very high levels 
of the present. Prices and production promise to dip that much. Farm prices, 
as a group, could fall 25 per cent from recent highs before support by Govern- 
ment is required. Support prices are near in some commodities. 

Duration of an adjustment is likely to be no more than 12 months. By mid- 
1949, trends are likely to be up again if trends are down by mid-1948. 

Aftermath of an early check to inflation will be a prolonged period of 
stable prosperity; a period of years, maybe 5, maybe more, in which U.S. grows 
up to its new size. The boom must bust before stable prosperity can come. 





What really is happening in the present period is this: 

Supply has passed demand at prevailing prices in many commodities. 

Owners of commodities, with prices shaky, pressed commodities for sale. 

Buyers, sensing an advantage, pulled back instead of chasing goods. 

Once a price crack came, selling turned more urgent and the plug really was 
drawn in many markets. As prices go down, buyers tend to become wary, to ex- 
pect that better bargains can be had by waiting. Industries that process com- 
t modities find that buyers of their products tend to hesitate. A lag then tends 
, to develop in new orders as buyers wait for price concessions. A check to the 
: flow of orders gradually leads to a cutback in production. 

Unemployment is the end product of a big break in commodity prices. 








Farmers will be hurt by inflation's end, will slip from No. 1 position. 

ail Wage earners, with jobs, will gain as food prices, other prices decline. 
White-collar workers will regain some lost ground, will be better off a 

year from now than they now are. lLiving-cost trend soon will start down. 
Unemployed will be the ones who pay most for the boom's excesses. 
Businessmen in many cases will feel the squeeze, too. Profits can fade 

















RY fast in a period of price declines, in a period when inventory values shrink. 
oN The end of any boom is painful, jolting. It is a time when many people pay 
I for the excesses that go along with the boom that breaks. Farmers are to be the 
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NEWSGRAM=-TOMORROW-- (Continued) 
first to notice the effects of a setback this time. 


Deflation's effects are to be heavily cushioned in the period ahead. 

Farm prices will be supported by Government at 90 per cent of "parity.* 
This means that taxpayers will underwrite a profit for most farmers. 

Spending by Government will remain vast, above $37,500,000,000 a year; will 
be a much greater support to business than in New Deal days. 

Wage rates will be protected by unions backed by Government help. 

Unemployment insurance, old-age insurance will assure a flow of some dol- 
lars to those who can't find work or who want to stop work. 

The U.S. Treasury, in effect, is to serve as a machine for pouring great 
numbers of dollars into the pockets of big segments of the population. There 
is a commitment to farmers, that runs until next January l, guaranteeing a level 
of income that will be favorable by prewar standards. 











As a result of what is happening, now that the boom is in trouble... 

Wage increases will be resisted more strenuously by employers. A new round 
of wage rises remains probable, but raises will be moderate. 

Strikes are more probable if labor leaders insist on big pay increases. 

Salary increases will slow, will become fewer and smaller. In fact, itis 
not unlikely that pay cuts will begin to show up before the year ends. 

Dividend policies of corporations probably will tighten. 

Uncertainties now are raised in the minds of businessmen. They will be 
forced to tread carefully, to be cautious until the signals become clearer. 











Living costs will decline only in a gradual way after farm price break. 

Meat prices, dairy-product prices are likely to hold high. 

Rents continue to rise. 

Clothing-price markups, now scheduled, may be more difficult to carry 
through, but important declines are not likely any time soon. 

Bread gradually will become cheaper, but that isn't such a big item. 

Fuel, coal and oil, is not likely to be reduced in price this winter. 

The point is, however, that the trend toward constantly higher prices is 
going to meet more resistance. A reverse trend then is likely to appear. 











Used-car prices will fade fast if things tighten up at all. 

New_cars will become more available when and if incomes start to shrink, as 
they might do later in the year. Order backlog in cars is immense, but people 
often can figure out ways to use their cars longer if they are pinched. 

New houses, too, may be harder to sell at rising prices. 

At the first sign of price declines in building materials, buyers are likely 
to draw back from purchases of new houses to wait for lower prices. 








Mr. Truman's re-election chances will shrink with any business setback. 

White House strategy of trying to shift blame for any bust to Republicans 
is unlikely to work in practice. Election history shows that voters hold the 
party in power responsible for any of their troubles. 

Republicans will expect a sure victory in November if the boom breaks. 

Price controls, rationing are going to remain dead. There isn't a chance 
to revive them now. A tax cut, however, is more certain than ever. 

















To help the busy reader follow important trends, we are extending the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional items of essential news. -- The Editors 
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“Vision is Indispensable to Progress’ 


3 





A radio runway in the sky 


that reaches out to bring you in—swiftly, surely 


Since the first U. S. airline was established 
in 1914, the aviation industry has made 
progress of which every American can 
be proud. 

From the birth of aviation, however, 
fiers have faced one baffling problem: 
how to land swiftly and surely in all 
kinds of weather. 

Today, in the laboratories and on the 
testing fields of the nation’s great avia- 
tion, instrument, and electronics com- 
panies, this problem is being solved. 

Increasingly, in days ahead, your plane 
wil land promptly and with precision— 
in fog, rain, and snow. 

How? 

Unerring, automatic landing systems 
wing ruler-straight, microwave radio 
beams build a “runway in the sky”... 
No matter what the weather, your plane 


will bank gently and let down to a land- 
ing as neat and clean as though the air 
were crystal clear. 

These landing systems—incredibly 
complex but incredibly accurate—are now 
undergoing exhaustive tests. It may be 
five years before every plane can use the 
“runway in the sky,’’ but use it they will, 
as surely as the sun will rise tomorrow. 

Carried out by men who think ahead, 
industrial research is chalking up the an- 
swers to “impossible” problems. In this 
country, where companies are free to 
focus upon the future the unfettered in- 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


genuity of man, industrial progress is 
unequalled anywhere on earth. 


* * * 


An appreciation of the value of research 
is among the qualifications of a good 
commercial bank. The officers of Bankers 
Trust work to understand the aims, the 
operations, and the problems of their 
customers. Such understanding is a req- 
uisite for applying judgment, experience 
and resources creatively to the service 
of industry and the 
nation. 






























Get them all in one picture 


One Purchase Agreement will put Texaco’s Distributing 
Plants to work for all your plants wherever located — 
in all 48 states. You will benefit by centralized 
purchasing control through uniform high quality 
Texaco lubricating oils and greases and the services 

of skilled Texaco Lubrication Engineers. 


Get these benefits by calling the nearest of more 
than 2500 Texaco Distributing Plants or writing to 
The Texas Company, 135 East 42nd Street, 
New York 17, New York. 


The Texas Company 






More than 2500 immediate and 
convenient sources of supply for 
Texaco quality lubricants and fuels. 
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TROUBLE SPOTS IN BUSINESS: 
RESULTS OF TIGHTER CREDIT 


Reported from CHICAGO and DALLAS 


Trouble signs are starting to 
show up for business. 

Cash is low for many firms. 
Bank loans aren’t as free and 
easy. Caution has appeared. 
Price breaks intensify it. 

Boom in industry, trade may 
run on for a while longer. 

Brakes to the boom, however, 
are being applied in credit, in re- 
sistance to price rises. 


The first warning signs of trouble, 
due to more caution in bank lending, 
are showing up. Trouble to date is 
very limited, but it is noticeable 
enough to suggest a developing trend. 
The trend itself can be speeded and 
sharpened by the upset that has oc- 
curred in commodity prices. 

Business firms, riding a boom, sud- 
denly are finding themselves in a squeeze 
for cash. Price rises require more cash to 
maintain inventories. (See page 40.) 
Wage rises call for more cash to meet pay 
rolls, at a time when buyers are not so 
ready to pay more for goods. Bankers, 
however, are less easy with loans when 
hard-pressed businessmen seek help. 

The result is an appearance of trouble 
in isolated cases. One maker of a luxury 
product in the durable-goods field, for 
example, is teetering on the edge of bank- 
ruptev. He committed a large part of his 
resources to scarce parts. Then several 
different lots of small motors, which he 
had ordered in the hope of getting early 
delivery on one lot, landed on him all at 
once. At the same time he was forced to 
grant a pay rise. Under this double strain 
he was compelled to liquidate much of 
his inventory at a loss. Banks are lend- 
ing just enough to keep his plant go- 
ing, but without promise that loans will 
gO on, 

_ In another case, a dress manufacturer 
is in danger of failure due to overopti- 
mism. A few months ago everything was 
fine. Banks were glad to loan. Then ma- 
terial prices rose. Style changes required 
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use of more material, whereas sales con- 
tracts prevented a price rise in the fin- 
ished product. Now the manufacturer is 
unable to pay an installment due on his 
last loan. Bankers are not inclined to 
lend more. 

These are isolated examples. But the 
examples are tending to increase. The 
Chicago Federal Reserve Bank, aware of 
the trend, points out that “an increasing 
number of individuals and business firms 
are experiencing financial stringencies 
and hence are becoming more and more 
vulnerable to any interruption or slowing 
down in income or production.” 

In months just ahead, bankers will be 
under pressure to tighten lending policy. 
This pressure will flow from debt retire- 
ment by Government that tends to narrow 
the base of reserves on which expanding 
bank loans must rest. Appointment of 
Thomas B. McCabe as Chairman of the 
Federal Reserve Board, in place of Mar- 
riner Eccles, will not affect this situation. 
John Snyder, Treasury Secretary, Mr. Mc- 
Cabe and Mr. Eccles, all are in agreement 
on the need to use debt retirement to put 
a brake on expansion of bank loans, which 
have been feeding inflation. Bankers 
themselves are inclined to caution, par- 


ticularly in the larger cities. They do not 
want to be in a position to be blamed 
when the inflation bubble bursts. 

The upshot is that the No. 1 rule for 
business in 1948, offered by astute bank- 
ers, is this: “Watch your financial posi- 
tion. Don’t get overextended.” 

Reason for that advice is given as 
the following: 

Credit needs of business are proving 
unexpectedly large. Many firms in the 
Middle West and Southwest, as well as in 
other regions, entered the postwar period 
with resources so great that they passed 
up opportunities to add further to their 
resources by sale of securities. Now that 
price increases, wage increases, inventory 
costs and expansion program have pretty 
well eaten up resources, there is need for 
more capital, but security markets aren't 
responsible. Bank loans become the life- 
blood. 

Bank lending, however, is to be more 
restrained. Loans will go on expanding. 
Everybody expects that. But bankers will 
be inclined to discourage much borrow- 
ing, and marginal borrowers will find 
themselves in real trouble more often 
than before. Appearance of price declines 
and of any noticeable slowing in business 
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BANKER TO BORROWER 
“Don't get overextended” 
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WINDOW SHOPPER 
. « more cautious lenders, more wary manufacturers, more hesitant customers add up to warning signs for the businessman 


could lead to intensified caution on the 
part of bankers. 

As one bank economist, very close to 
business in the Middle West, explained 
it: “The over-all situation of business is 
quite strong at the moment, but, under 
present conditions, an individual could 
lose his shirt in 30 days.” 

Evidences of a tightening money sit- 
uation are not confined to bank loans. 

Finance companies are being turned 
to for money by many smaller firms as the 
banker attitude hardens. These borrowers 
must pay higher rates of interest than 
banks ask. Usually they are pledging their 
accounts receivable as security, then, if 
they borrow more, their inventories. That 
leaves the borrower quite vulnerable if 
things do not go just right. 

Trade credit, too, is being used more. 
Retailers, wholesalers and manufacturers 
buy on time. Suppliers continue to be 
relatively liberal in granting credit to mer- 
chants and others who buy from them. On 
the other hand, these sellers are tighten- 
ing up decidedly on collections when pay- 
ments slow down. At present, about 10 
per cent of accounts are running beyond 
the customary limit of 30 days, com- 
pared with as low as 1 per cent right 
after the war. Also only about half of 
firms buying goods are found now to 
be paying bills ahead of the due date 
to earn a discount, compared with 75 
per cent a year ago. 

All of those are just straws in the busi- 
ness wind. They add to the feeling that 
the boom has developed internal troubles 
that sometime can become serious. 

Attitudes of businessmen and of 
bankers, even so, are quite optimistic for 
the months just ahead. For the longer 
run, the crack in the prices of some 
commodities is causing eyebrows to. be 
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raised and is leading to some increased 
doubt about the durability of the boom. 

Over the first half of 1948, business 
activity is expected to hold not far from 
present levels. A few business and bank 
observers are anticipating a setback with- 
in that period. Their numbers, though 
increasing somewhat as a result of the 
recent action of commodity markets, are 
not many. Big merchants are convinced 
that their 1948 sales will top those of 
1947 in dollars if not in physical volume. 
Sales of durable goods are expected to 
rise enough to offset declines in sales ot 
nondurables. Almost all shortages of 
goods are expected to disappear by the 
middle of the year, except for auto- 
mobiles (see page 14). 

For the second half year, much more 
doubt is being expressed. Many of the 
larger merchants, expecting trouble at 
some time in the last six months of 1948, 
are building reserves against potential 
shrinkage in value of their inventories. 
Big manufacturers, too, are starting to 
take precautions. They foresee greatly 
intensified competition before the year is 
over. Many individual manufacturing 
firms are catching up with their backlog 
of orders. More will catch up as the year 
wears on, with new plants and newly 
equipped plants coming into production. 

The Chicago Federal Reserve Bank 
puts the situation in this way: 

“The key question regarding business 
prospects is not so much whether a 
wage-cost-price-profit reaction lies ahead, 
but rather to what extent and when such 
a reaction will occur.” 

It adds up to a growing attitude ot 
caution. The caution shows first in the 
attitude of those who lend money. That 
caution is expected to be intensified in 
the next few months as Government debt 


—Black Star 


LEDGER WATCHER 


retirement puts some pressure on re- 
serves of banks. Banks then are forced 
to sell some of their Government bonds 
to build up reserves on which to base 
larger loans. Yet, for many banks, every 
bond that is sold involves a loss in capital, 
since the present price is lower than the 
price at which the bond was _ bought. 

A brake on bank-credit expansion, even 
if that brake was mild, has in the past 
signaled the ending of a boom. 

At first, when Mr. Eccles was demoted 
from the FRB Chairmanship and Mr. Mc- 
Cabe named, there was a feeling that 
maybe the Government wasn’t in earnest 
in plans to put brakes on money. Bankers, 
disturbed by continued agitation by Mr. 
Eccles for stronger controls over money 
supply and over credit, had figured that a 
change in the Chairmanship would lead 
to less emphasis upon money control. 

That feeling was short-lived, however, 
when it became clear that the line of 
Treasury and Reserve Board policy now 
fixed would be carried through. Even so, 
it was expected that Mr. McCabe would 
be more inclined to work closely with 
regional Reserve Banks in influencing 
bank-loan policy than Mr. Eccles had 
done. 

The point is, however, that develop- 
ments are occurring that are leading to a 
bit more caution in lending by banks. 
That caution can be intensified with any 
evidence that the boom, instead of run- 
ning on, is meeting trouble. Declines in 
prices of commodities almost inevitably 
will increase caution because a price drop 
in farm products has effects that flow all 
through the business structure. 

Warning signs of trouble already are 
strong enough to lead many bankers to 
advise their customers that it is time to 
watch their step. 
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COMMUNISTS’ PUSH FOR POWER 


Reported from ROME and MILAN 


Inside look at the Communist 
setup in Europe now reveals a 
smooth machine, equipped to 
handle big jobs. 

Push for power is all set. 
Students, schoolteachers are or- 
ganized. So are housewives. So 
is army personnel. 

Tight organization gives lead- 
ers control all the way down to 
neighborhoods. Action, when it 
starts, can come from all sides. 


A case study of a Communist Party, 
its organization, its methods, is made 
possible by revealed details of the 
party structure in Italy. The Italian 
Communist Party is second in size 
only to the party in Russia itself. 

Communism, where strongest, is or- 
ganized as a militant minority. The 
Communist Party does not seek, as does 
a traditional U.S. political party, to 
gain an unlimited number of mem- 
bers. Its base, instead, rests upon disci- 
plined members, organized first of all 
into cells under the control of a tested 
leader. 

Structure of the Communist organiza- 
tion is the same in the U.S. as it is in 
Italy or in Russia. Only in Italy that 
structure is so highly developed that its 
form and content are important as reveal- 
ing the Communist technique. At this 
time, the Communist Party is being 
drilled in preparation for elections in the 
spring. Emphasis is shifted from seeking 
power through violent revolution to an 
effort to gain power by political methods. 

To make its try for power, the Commu- 


nist Party at this time is a highly organ- 
ized machine. 

Party members in Italy now total 
2,252,000, a gain of about 200,000 in the 
last year. This membership represents 
about 7.5 per cent-of the population. 
Heaviest concentration of members is 
in the industrial areas of Northern Italy. 

Cells of party members represent the 
base upon which the whole organization 
rests. They may be made up of five or of 
as many as 25 members. In Italy, empha- 
sis now is upon building Communist 
cells in the Army, with special attention 
to noncommissioned officers. Party cells 
in the last vear increased nearly 15,000, 
to a total of more than 50,000. 

Sections, made up of several party 
cells, come next in the hierarchy. In Italy, 
with its very large party, there are nearly 
10,000 sections, an increase of about 
1,400 over a year ago. 

Federations of party sections then top 
off the hierarchy. There are just 92 of 
these which together make up the Com- 
munist Party of Italy, led by Secretary- 
General Palmiro Togliatti. In the U. S., 
the corresponding post is held by William 
Z. Foster. But Mr. Foster can command 
no more than 100,000 Communists among 
144,000,000 persons, whereas Mr. Togli- 
atti has 2,250,000 among fewer than 
10,000,000 persons. The party is so or- 
ganized that the will of the top leader 
is transmitted quickly all down the line 
to the local cells. 

On that basis, the Communists expect 
to win a voice in the running of the Na- 
tional Government. At present they hold 
no Cabinet positions. Italian Communists 
now are trying the methods of ward heel- 
ers in U.S. cities ruled by political ma- 
chines. They are encouraging people to 
come to party headquarters with all their 
troubles. Communist representatives  lis- 


ten sympathetically and often offer help 
and advice. 

Communists themselves are classi- 
fied by the party into groups, indicating 
by their size where the appeal of Com- 
munism lies. 

Manual workers account for nearly 
half of the total. Communists wield great 
power through their control of most la- 
bor unions. But the Communist organiza- 
tion goes far beyond the worker group. 

Intellectuals make up 36 per cent of 
the party membership. Veachers, uni- 
versity students, artists, writers and many 
other occupations come under this head- 
ing. They are the ones who handle most 
of the party’s propaganda. The Com- 
munists now are setting up workers’ 
schools to educate Italians in Commu- 
nist objectives and methods. 

White-collar workers are the third 
largest group in the party, with Ll per 
cent of the total membership. They are 
lured by Communist promises of job se- 
curity and better salaries. 

Farmers represent only 4 per cent of 
the Communist Party membership in 
Italy. The Communists promise farm 
laborers and sharecroppers better pay 
and land of their own. But there is little 
attraction in Communism for those who 
already own their own land. 

That’s the organization on which the 
Communists are basing their drive for 
power in the nation that is under the 
most serious Communist threat in West- 
ern Europe. They will try first to gain a 
powerful position in the Italian Govern- 
ment through the elections set for April 
18. Failing that, they may lose popularity 
and slip gradually into the background 
The outsider, by understanding the Com- 
munist Party’s structure, can appraise its 
methods and see what problem is posed 
as the campaign goes forward. 


Who the Communists Are 
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Source: Communist Party of Italy 
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New automobiles are likely to 
remain in a_ sellers’ market 
through 1948. Backed-up auto 
demand is great. 

Turn to a buyers’ market can 
come this summer in the higher- 
priced cars. Several makes and 
models are offered now without 
waiting, at favorable trade-ins. 

Demand for the most popular 
cars is strong enough to stand 
against anything except wide- 
spread income decline. 


Barring a depression, 1948 will 
bring little easing in the scarcity of 
lower-priced new cars. Some makes 
and models in medium and high price 
brackets are easy to get already. Ob- 
servers expect that more types of cars 
in upper brackets will be easily pur- 
chased next summer. 

But demand for Chevrolets, Fords and 
Plymouths is to be ahead of supply for 
months, no matter how demand _ is 
measured. Over all, the supply-and-de- 
mand situation sizes up as follows: 

Supply in 1948 is expected to total 
about 4,000,000 new cars for the U.S. 
market. If there are strikes or prolonged 
shortages of fuel or materials, production 
may not be that high. 

Demand in 1948 is estimated at a 
much larger figure. The chart on this 
page shows the size of auto demand 
when “normal growth” in auto use is 
taken as a measuring stick. On this basis, 
auto demand in 1948 is set at 9,300,000 
new cars. Long-term trend of passenger- 
car registrations indicates that 37,900,- 
000 cars would be registered in 1948 if 
sufficient cars had been available at all 
times. Actually, total 1948 registration 
will be only about 32,600,000 cars. 

When estimated in a different way, 
according to current purchasing power, 
demand still exceeds supply. Even after 
allowing for a 10 per cent increase in 
auto prices in 1948, the estimates on this 
basis show that 5,900,000 new cars 
would be bought from current incomes 
if every family that wanted and was able 
to buy a new car could get one. 

This figure compares with industry 
estimates of 3,000,000 to 6,000,000 bona 
fide orders now on dealers’ books. 
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LONG WAIT FOR LOW-PRICED CARS 


Signs of Easing Market in Costlier Autos 
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The deficit between supply and de- 
mand, by any measurement, indicates 
that buyers looking for new cars in the 
lower price brackets will be little better 
off in 1948 than in 1947. They may have 
to wait until 1950 for a return to normal 
competitive markets. The chart shows 
how 1948 supply and demand compare 
with 1947 and the year ahead. 

In 1947, the auto industry put 3,297,- 
000 new passenger cars on U.S. roads. 
But the U.S. needed about 9,700,000 
new cars in 1947 to bring car numbers 
back to their prewar relationship with 
families and family incomes. Here is how 
that is estimated: 

In 1929 there were 24,930,000 families 
and 23,060,000 cars. By 1947 there were 
58 per cent more families and those fami- 
lies had nearly twice as many dollars, per 
family, to spend on such things as auto- 
mobiles. In comparison with 1929 and 
later years, the car population should 
have been up to about 36,900,000 by the 
end of 1947. But only about 30,500,000 
cars were actually running in 1947. 

In 1949, the auto deficit will be cut 
down, but not entirely eliminated, ac- 
cording to the long-term trend. Assuming 
the income per family stays at its present 
relationship with auto prices, the poten- 
tial demand in 1949 is for 8,100,000 new 
cars. Supply in 1949 is not expected to 
total more than 5,000,000. 

For the next two years, on the 
basis of these supply-demand projections, 
the auto industry will enjoy a sellers’ 
market, generally speaking. Manufactur- 
ing operations can continue near capacity. 





Yet the auto manufacturers are not 
relying too heavily on statistical projec- 
tions of demand. For one thing, they 
know that a heavy share of demand is 
concentrated on the lower-priced cars, 

How many cars will be made to sell in 
the lower price brackets during 1948 has 
not been officially estimated. Last year, 
Chevrolets, Fords and Plymouths ac 
counted for about 47 per cent of all cars 
made. Cadillacs, Packards and Lincolns 
made up less than 4 per cent of the total. 

If output follows the same pattern in 
1948 as in 1947, about half of the cars 
made will be in the lower price bracket. 
The remainder will be cars selling at list 
prices ranging upward from around 
$1,600, at the factory. 

Evidence is that consumers can balk, 
where they consider prices too far out 0 
line. At least two new-car models can 
be had for immediate delivery now. 
Limousines, convertibles and station wag- 
ons in luxury classes are reported avail 
able after a normal wait. Almost any type . 
of new car can be had quickly where | 
premium is offered, such as a favorable | 
trade-in deal. Used-car prices are once} 
again subject to seasonal fluctuations. 

At present, the average man who 
wants to buy a lower-priced new car stil 
has a long wait ahead if he insists on @ 
straight deal at the list price. But the 
more expensive autos are increasingly 
available, month by month. A sudden 
wave of unemployment might bring 
return to a competitive market in al 
lines. The turn in the auto market afte 
World War I happened almost overnight 
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“PLANNING THE NEWLYWEDS’ HOME” by addk ‘ Iblom. Number 13 in the series ‘Home ite » America,” by noted American illustrators 


Per belongs. enjoy it 


In this home-loy ing land of ours...in this America of kindli- 

ness, of friendship, of good-humored tolerance ... perhaps no 

beverages are more “at home” on more occasions than good ¢ 

American beer and ale. 
For beer is the kind of beverage Americans like. It belongs— 

to pleasant living, to good fellow ship, to sensible moderation. 

And our right to enjoy it, this too belongs—to our American 


heritage of personal freedom, 
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they buy 
“‘mental pictures” 


of things in use. 


Every month— in 
more than 3,600,000 homes— 
McCall’s does an outstanding 
job of planting in women’s 
minds the ‘‘mental pictures” 
that inspire their planning 
and spending. 


i nN ont 
nG pLine® 
t 
sHRE 


McCall’s — because 
of its Three - Magazines - In- 
One make-up—gives advertis- 
ing an outstanding chance to 
put your product and brand 
name into the picture to 
which it belongs. 
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Women don’t buy things— 
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EUROPE’S NATIONS: HOW BROKE? 


/ 


Europe’s dollar assets are al- 
most as large as before the war. 

Yet the billions in gold and 
dollars owned abroad are not to 
be mobilized to help finance the 
European Recovery Program. 

Official U.S. policy is to 


| oppose forced dollar liquidation. 


High postwar prices and the 
importance of U.S. markets are 
tied as reasons U.S. taxpayers 
should supply more dollars. 


Europe, seeking $6,800,000,000 from 
the U.S. for the 15 months beginning 
on April 1, still is far from broke. 

Gold, dollars and dollar investments 
of the Marshall Plan countries are offi- 
cially reported at $13,662,000,000. That 
is the estimate for June 30, 1947. Since 
that time, dollar resources have dropped 
by about $1,000,000,000, but they re- 
main within hailing distance of the 
$17,000,000,000 needed for the four- 
year European Recovery Program. 

Dollar resources of Europe, further- 
more, are at least as large and maybe 
larger than they were in 1937 or 1941. 


} Besides gold, Europe is estimated to hold 


$7,094,000,000 in dollar assets, compared 
with $8,127,000,000 in 1941 and $6,730,- 
000,000 in 1937. European gold holdings 
on June 30, 1947, were reported at 
$6,568,000,000. That is a larger volume 
of gold than Europe is believed to have 
held in 1940. 

These are the known billions of dollars 
controlled by European nations. Other 
billions, variously estimated at $2,000,- 
000,000 to $4,000,000,000, are hidden 
by private individuals, with most of this 
hoard in France. 

These billions, held by individuals and 


» governments, probably are not to be put 


up as collateral to assure repayment of 
additional billions that Congress is being 
asked to appropriate. Neither are the 
owners of these resources to be forced to 
liquidate them before getting new loans 


» and gifts from the United States. 


There is some pressure in Congress to 
force other countries to use their dollar 
assets or to pledge them for loans before 
getting further aid. One plan calls for 
printing an entirely new issue of U.S. 
currency, so as to force U.S. bills out of 
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Need for More, Despite Billions in Assets 


European hiding places. Another idea is 
to force Europeans or European com- 
panies to declare the bank accounts and 
investments they hold in this country. 

Official U.S. policy is to oppose any 
plan to force Europe to give up more of 
its dollar resources. However, the Treas- 
ury is preparing to open the way for 
European governments to take control of 
some privately owned assets in this coun- 
try if they wish. 

Assets involved are those that are still 
blocked by Government order. They are 
estimated to be worth $1,100,000,000, of 
which $700,000,000 can be readily used. 
Owners are to be required to disclose 
their ownership or to have their assets 
turned over to David L. Bazelon, head 
of the Office of Alien Property. Un- 
claimed assets later will be given to the 
proper governments. 

Total resources, however, far exceed 
those to be released. An idea of how 
many dollars other countries control is 
shown in the Pictogram on pages 18 and 
19. These are known assets, reported by 
Treasury Secretary John W. Snyder, 
National Advisory Council chairman. 

Great Britain tops the list with $4,- 
781,000,000. That includes $2,360,000,- 
000 in gold, $396,000,000 in U.S. bank 
deposits, mostly private, $600,000,000 in 
stocks and bonds and $1,425,000,000 in 
directly controlled U.S. companies. The 
British have pledged $900,000,000 of 
their dollar resources as collateral for a 





—Harris & Ewing 
GUARDIAN OF HIDDEN ASSETS 
Assistant Attorney General Bazelon 


war loan from the Reconstruction Finance 
Corp. Britain also has dipped heavily into 
gold reserves since the middle of 1947. 

Switzerland ranks second with $2,621,- 
000,000, including $1,355,000,000 in 
gold, $396,000,000 in bank balances and 
$870,000,000 in long-term investments. 
A considerable portion of reported Swiss 
dollar resources is believed to be actually 
owned by citizens of other European 
countries. Frenchmen are believed to be 
the real owners of $250,000,000 of Swiss- 
registered dollar assets. 

France, with $1,481,000,000 reported, 
has the third largest amount of dollars. 
This includes $700,000,000 in gold, 
$316,000,000 in dollar balances and 
$465,000,000 in investments. In addition, 
Frenchmen are believed to be hoarding 
gold and dollars to the extent of $2,000,- 
000,000 to $3,000,000,000. One aim of 
the recent devaluation of the franc is to 
entice this hoard into the open. 

The Netherlands is close to France 
with dollar and gold assets of $1,429,- 
000,000. That consists of $214,000,000 
in gold, $220,000,000 in dollars and 
$995,000,000 in investments. Next to 
the British, the Dutch are the largest 
holders of U.S. investments, most of 
which are in large U.S. corporations 
whose stocks can be readily sold. 

Belgium is reported to have $1,016,- 
000,000 in available dollars, including 
$659,000,000 in gold, $172,000,000 in 
dollar balances and $185,000,000 in in- 
vestments. Belgium benefits through dol- 
lar sales from Africa’s Belgian Congo, 
where copper and uranium are mined. 

Other countries in Europe are re- 
ported to hold $2,334,000,000. About 
half of these remaining assets are held 
by Portugal, Sweden and Turkey, which, 
in turn, have most of their resources in 
gold and dollars deposited in U. S. banks. 

The dollar shortage that the Mar- 
shall Plan is designed to ease appears on 
the surface to be less severe than it has 
been pictured. Europe’s dollars in U.S. 
banks and U.S. investments are as large 
as before the war. European gold re- 
serves, even after allowing for gold sales 
in recent months, are not much smaller. 
No acute “dollar crisis” was apparent in 
those prewar days. 

The National Advisory Council, never- 
theless, doubts that much good could be 
gained by requiring European countries 
to use more of their dollars now. The 
Council points out that the complex sys- 
tem of import and export quotas and 
money controls grew out of a dollar short- 
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age in the 1930s. U. S. policy is aimed at 
ending such restrictions as soon as pos- 
sible. 

The Council also cites these other fac- 
tors in the dollar situation: 

Dollar earnings from U.S. invest- 
ments provide Europe with some pur- 
chasing power in U. S. markets. If these 
investments were sold, that purchasing 
power would vanish. Britain’s earnings 
are estimated at $86,000,000 for 1945 
and $59,000,000 for 1946, most of which 
went to pay off the RFC loan. Dutch 
income from dollar investments is esti- 
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Source: National Advisory Council 


mated at $28,000,000 a year, and most 
of those dollars are available to the 
Netherlands Government. Except for 
Switzerland, the income from U.S. in- 
vestments of other European countries 
is small. 

Wholesale prices have doubled since 
1939, with the result that dollar resources 
will buy less. The effect of the postwar 
price rise is to cut the real value of Euro- 
pean dollar resources in half. Higher 
prices also have the indirect effect of re- 
quiring higher dollar balances and _ re- 
serves for other countries, just as more 


working capital is required by U.S. § 
business firms. 

U.S. markets also are more impor 
tant to the world than before the wat. 
This country is the major supplier of the 
world’s food and industrial equipment. 
The European Recovery Program is 
founded on the theory that U.S. goods 
must continue to flow abroad to keep | 
Europe operating. That requires more 
dollars than before the war. 

Gold and dollar reserves, as a result 
are estimated to be at rock bottom for 
most countries if international trade is to § 
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$1,481,000,000 


$ 1,429,000,000 


$4,781,000,000 


$1,016,000,000 


$2,334,000,000 


AUSTRIA, DENMARK, IRELAND, WESTERN 
GERMANY, GREECE, ICELAND, ITALY, LUXEM- 
BOURG, NORWAY, PORTUGAL, SWEDEN, TURKEY. 
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be financed and if currency values are to 
be supported. 

Most of the dollar resources of Europe 
are privately owned and official surveys 
suggest that they are no larger than nec- 
essary to provide working capital for 
foreign banks, insurance companies and 
other business firms that operate in the 
United States. Gold reserves are reported 
to be needed to back the various Euro- 
pean currencies. 

Of all the countries in Europe, only 
Switzerland, Portugal and Turkey are 
believed to have any dollars above 
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current needs. Together, these three 
countries are reported to have perhaps 
$1,500,000,000 more than they abso- 
lutely require to finance their trade and 
support their currencies. 

Forced sales of long-term investments 
also are held to be of doubtful value. 
Early in the war, the British Govern- 
ment sold a privately owned $100,000,- 
000 U. S. rayon property for $54,000,000 
and never tried to liquidate again. Since 
last October, the British Government 
has not attempted to control any of its 
citizens’ dollar holdings. The Nether- 


lands, Sweden and Belgium have taken 
censuses of dollar assets, but have made 
no move to force citizens to dispose of 
them. 

The U.S. Government contends that 
it would be improper to try to force 
other governments to seize dollar assets 
of private citizens, so the prospect is 
that no important seizures will be made. 

The outcome will be that the United 
States is to try to revive the world by 
pumping more dollars into international 
trade, with U. S. taxpayers supplying the 


dollars. 
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Steps Toward a United Europe 


Reported from LONDON, PARIS and WASHINGTON 


New moves are being made 
toward forming a bloc of West- 
ern European nations. Military 
alliances, customs unions, eco- 
nomic mergers are in effect or 
planned. 

An added push toward union 
may be given by the U.S., 
through the Marshall Plan. 

But big obstacles stand in the 
way of a real ‘United States of 
Europe,” and fulfillment of this 
dream appears to be far off. 


The United Europe that many peo- 
ple in the United States hoped would 
be brought about by the Marshall 
Plan is inching a little nearer. 

Talks have been opened by the Brit- 
ish looking to a political and military al- 
liance with France, Belgium, the Nether- 
lands and Luxembourg. A customs union 
of Belgium, the Netherlands and Luxem- 
bourg, under the name “Benelux,” has 
just gone into effect. France and Italy 
now are making plans for a similar cus- 
toms union and for dovetailing their pro- 
duction. 

The place of Western Germany in any 
union of Western Europe also is being 
discussed. This is certain to come up 
when representatives of the U. S., Britain 
and France meet on February 19 to con- 
sider uniting the three German zones 
they occupy. 

Any real merger of European nations 
in a “United States of Europe” still is 
not in sight, however. Europe remains 
split down the middle, with Russia’s 
sphere of influence sharply marked off 
from that of the Western powers. Even in 
Western Europe, serious obstacles stand 
in the way of any unified setup. 

First steps toward union, now being 
taken, are regarded as only faltering pre- 
liminaries to the real task of putting to- 
gether the jigsaw pieces of Europe that 
have been completely separate. 

Britain‘s plan calls for a five-way alli- 
ance patterned after the French-British 
“Treaty of Dunkerque.” The British 
want to expand that alliance to take in 
the three Benelux countries and to give 
protection not only against Germany, 
but against any other nation. France and 
the three smaller countries, however, are 
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reluctant to enter any line-up that could 
be construed by Russia as being aimed 
at her. They believe that the “Western 
union” Britain is proposing would be 
entirely political and military, whereas 
they themselves are more interested in 
economic ties. 

The Benelux customs union, entirely 
nonmilitary, is looked upon as a test of 
what can be done in the economic field. 
The three countries in this union speak as 
one voice in all tariff dealings with out- 
side nations. The union was first proposed 
during the war and had the overwhelm- 


that is up for decision. Many U.S. of. 
ficials regard the coal, steel and mam. 
factured goods that can be produced ip 
Germany’s Ruhr as_ indispensable t 
Europe’s recovery. 

These various moves toward a Westen 
European union are being made in the 
absence of any concerted program. Taken 
together, they give evidence that the idea 
of union has considerable support. The 
whole movement is expected to be 
speeded up when a joint agency is set 
up by the nations that will operate under 
the Marshall Plan. Through that Plan, 
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OUT OF LAST YEAR’S EUROPEAN CONFERENCE CAME THE O.K. FOR-— 
First steps toward union are still only faltering preliminaries ... 


ing support of the people of all three 
countries. Yet three years of study were 
required before it could be put in effect, 
and many problems remain to be solved. 

Pians of France and Italy, already 
far along, call for a similar customs union, 
which later may be joined with Benelux. 
Production of the two countries also is 
to be co-ordinated, if the plans work out. 
For example, Italy can supply labor, 
which France needs, while France can 
supply electrical machinery, which Italy 
needs. Another example is automobile 
production. Italy may agree to concen- 
trate on one type of car, while France 
builds and sells another. French leaders 
are telling the British they strongly favor 
this kind of co-operation, rather than 
more military alliances. 

Restoring Germany to her role as the 
main workshop of Europe is another step 


U.S. will exert continuous _ pressure 
toward integrated economies in Westem 
Europe. 

Important obstacles, however, 
stand in the way of a complete Euro- 
pean merger. 

Russia’s opposition, frequently e 
pressed, causes the Western European na 
tions to go slowly. These nations are te 
luctant to make the split of Europe any 
deeper than it is already. France, espe 
cially, hesitates because of her Com 
munist faction. 

Fear of German power is anothet 


obstacle that in the past has tended to# 


prevent Europe from uniting. The arg: 
ment was that a “United States of Ev 
rope” inevitably would be dominated by 
Germany, as the biggest and strongest 
single nation. That fear now has sub- 
sided somewhat, with Germany pros 
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trate, carved up and deprived of a strong 
central government. 

Britain’s dilemma, as between her 
empire and her interests in Europe, sets 
up still another barrier to any real Euro- 
pean union. Historically, Britain’s empire 
interests have come first, but recently 
she has been turning more and more to 
the continent of Europe. 

National jealousies help to keep the 
European nations apart. In the case of 
Western Europe, rivalry of long stand- 
ing between France and Great Britain 
is an obstacle to wholehearted co-opera- 
tion. 

Unstable governments present a 
handicap of a different type. In both 
France and Italy, for example, the re- 
gimes currently in power are in a pre- 
carious position and could be unseated 
at any time. Changes in these two coun- 
tries might upset a Western European 
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—THE MARSHALL PLAN 
».. even with an assist from Congress 


union before it had time to become es- 
tablished. 

Other obstacles are language differ- 
ences and natural barriers that mark 
frontiers. The seven countries of Western 
Europe now working for closer co-op- 
eration use five different languages. 

Obstacles such as these have operated 
for centuries to keep Europe cut up into 
a score of small countries. But events of 
recent years have proved that, in the 
modern world, small countries are at a 
disadvantage, both in commerce and in 
military strength. That fact underlies the 
present movement for union. 

Even if all these obstacles can be 
overcome, difficult problems remain to 
be solved before union of Western Eu- 
rope can become a reality. 

Problems of defense, for Western 
Europe, are related to the overwhelm- 
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ing military power of Russia. No coun- 
try in that part of Europe has enough 
military strength to keep Russia from 
marching to the English Channel, if she 
should choose to do so. Expert opinion 
is that no firm defense line can be estab- 
lished in that part of Europe. And the 
English Channel cannot protect Britain 
from destruction by V-weapons and 
rocket bombs, to say nothing of atomic 
bombs. The United States, with only a 
few divisions in Germany and Austria, 
is not able to defend Western Europe 
and is not offering to do so. 

It is because of these facts that France 
and her near neighbors are showing little 
enthusiasm at this time for the military 
alliance proposed by Britain. What they 
want most is an economic merger giving 
them the advantages enjoyed now by big 
nations, such as U.S. and Russia. 

Economic problems involved in such 
a merger are extremely complex, how- 
ever. The Benelux countries, for exam- 
ple, in order to achieve a customs union, 
had to reconcile the low tariffs, low 
prices and low wages of the Netherlands, 
an agricultural country, with the higher 
tariffs, prices and wages of Belgium and 
Luxembourg, where industry predomi- 
nates. Several vears more will be _ re- 
quired before a complete economic union 
can be achieved. Meanwhile, arrange- 
ments are being made to synchronize the 
industrial development programs of the 
three nations. And committees are at 
work studying the problems that will be 
involved in merging their currency, bank- 
ing, tax and social-security systems. 

Political problems that will have 
to be solved, if the several nations of 
Western Europe are to become one, are 
even more difficult. The parliaments, 
cabinets and court systems of the separate 
countries would have to be replaced by 
one parliament, one cabinet, and one 
court system. Some common basis of 
voting would have to be devised for the 
people of the new, combined nation. 
Colonial possessions of Britain, France, 
Belgium and the Netherlands would have 
to be merged into one big empire. These 
problems have not even been approached 
by the countries concerned. 

A third world power, comparable 
to the U.S. and Russia, will come into 
being, if such a merger ever does take 
place. The combined population in the 
home countries of Britain, France, Bel- 
gium, the Netherlands, Luxembourg, 
Italy and Western Germany is around 
200,000,000. With their African posses- 
sions added in, the total is 300,000,000. 
This “third force,” observers point out, 
could hold the balance of power between 
the U.S. and Russia. But the commonly 
held view is that only a crisis equal to 
that of 1940 could bring such a nation 
into being—and when another crisis 
breaks, there will not be time. 





—Keystone 
BRITAIN’S PEOPLE 
Inching toward a ‘‘Western union” .. . 





FRANCE’S POLITICS 
. . . unstable governments a barrier. . . 





—U. S. Signal Corps 
BELGIUM’S PRODUCTION 


. . . economic synchronization needed 
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FLOW OF U.S. CAPITAL TO MEXICO 


American business is moving 
into Mexico. Lower taxes, bigger 
profits attract investors. 

Ban on U.S. luxury goods 
enters into it. American firms are 
opening Mexican branch plants 
to supply their customers direct. 

Some lines are near saturation 
point. Red tape hampers others. 
But prospect is for a growing 
market in Latin America. 


Low taxes and the prospect of big 
profits in Mexico now are attracting 
a steady flow of businessmen and in- 
vestors from the U.S. New ventures 
in which they are taking part range 
from small companies to big branch 
plants and affiliates of major Ameri- 
can industries. 

Value of U.S. interests in Mexico has 
gone above $500,000,000, a substantial 
increase over the days just before the 
war. And money for investment is moving 
across the border at a rate of more than 
$25,000,000 a year, in spite of Mexican 
restrictions on the use of outside capital. 

Behind this trend toward Mexico are 
prospects of quick cash and growing 
markets which, investors find, more than 
outweigh the petty annoyances of doing 
business in another land. 

Result is that American business ven- 
tures are being registered at the rate of 
one a week, most of them locating near 
Mexico City. Capital investment neces- 
sary to set up shop varies from $20,000 
in Mexico City down to $1,000 in the 
more remote districts. 

Americans are opening up their own 
businesses or putting their money into al- 
most every line. Already operating with 
American capital are such enterprises as 
retail stores, automotive assembly plants, 
restaurants, food packers, parts plants, 
electrical-equipment factories, __ travel 
agencies, drug firms, farm-machinery 
plants and a host of others. 

Adding power to the trend toward 
Mexican investment is the fact that the 
Government has put an embargo on “non- 
essential” goods from the U.S., plus ris- 
ing tariffs against some lines. The em- 
bargo shuts out such things as certain 
lines of clothing, fountain pens and auto- 
mobiles. The only way a U.S. factory 
can keep its market in Mexico is to 
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Reported from MEXICO CITY 


set up a branch plant inside the country. 

What businessmen find in their 
Mexican ventures is shown in general 
terms by the accompanying chart. To 
elaborate in more specific terms: 

Profits in Mexico are big by U.S. 
standards, especially after taxes. The 
average Mexican expects to double his 
money every two or three years. Ameri- 
cans now opening up in the country 
count on clearing at least 20 per cent the 
first year. If things go well profits fre- 
quently run higher. 

Earnings can be sent out of the coun- 
try, back to the U.S. There is no diffi- 
culty in transferring bank accounts. 

Personal expenses frequently are 
lower in Mexico than in the U.S., even 
though local prices are relatively high. 
The big saving is in income taxes. A 
wealthy American sometimes finds he 
can live in Mexico on the money he saves 
on his U.S. income tax alone. For ex- 
ample, the average rate on a $5,000 in- 
come in Mexico is 6 per cent, compared 
with 11 per cent in the U. S. The Ameri- 
can with a $100,000 income who pays a 
62 per cent income tax back home pays 
only 30 per cent in Mexico. 

Business taxes, other than those on 
income, are numerous and confusing. 
But often the newcomer finds the Gov- 


ernment gives him special tax exemptions 
if it decides his business is beneficial to 
Mexico. Exemptions from federal taxes 
are being granted for five, seven, even 
10 years. Some companies get exemptions 
or reductions in State taxes, too. 

Sales are good, once a business gets 
operating. The present market is not large 
by U.S. standards, but the embargo on 
American goods is creating a demand for 
the things Americans can make in Mexico, 

Competition in some lines is far less 
intense in Mexico than in the U. S. The 
demand for such articles as watches. 
cameras, fountain pens and luxury cloth. 
ing is strong. Mexicans have paid up to 
50 per cent more than Americans for 
goods made in the U.S. Now branch 
plants, set up inside Mexico, can under. } 
sell importers because of savings on ship- 
ping charges and tariffs. For most things, 
the Mexican price is just a shade under 
the import price. 

Market prospects are good, too. Pay 
checks in Mexico have not kept abreast 
of the cost of living, but wages and sala- 
ries are higher than they were before the 
war. Industrialization is boosting the 
number of skilled workers with money to 
spend. 

In addition, many companies are plan- 
ning to use Mexico as a springboard into 
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the rest of Latin America. One U.S.- For example, the law requires that new most by tradition. Cleanup campaigns 
owned retail store, for example, intends enterprises have 51 per cent of the cap- in and out of the Government only seem 
to open branch stores to serve customers ital owned by Mexicans. In practice, to drive the graft under cover. Many 
in the other American republics. A manu- however, liberal exemptions are made. businesses accept these unwritten costs 
facturer of storage batteries plans even- Investors find that the rule is waived if as part of the price of making a profit in 
wally to ship his products to South and _ their business helps Mexico. Consequent- Mexico. Big companies, however, can 
Central America. Such things are in the ly, big assembly plants often are wholly — fight back and often defeat the system. 
nptions future, however. Right now businesses owned by Americans who are allowed to Against such disadvantages is an array 
icial to are having trouble getting production up _keep control of their plants in return for of favorable circumstances «attracting 
1 taxes enough to fill the demand in Mexico. creating jobs for Mexicans. Americans with money to invest. To in- 
1, even Troubles for American business ven- The law says 90 per cent of all the  dustrialists, there is the appeal of pre- 
nptions f tyres arise from Government red tape and people employed by outside companies  dictable all-year climate for manufactur- 
labor difficulties. These annoyances are must be Mexicans. As a result, many such ing, freedom from high industrial rents 
‘SS gets not serious enough, however, to check firms staff their management jobs with he might encounter in the U. S., a chance 
ot large the present trend toward investments in Americans and make up the 90 per cent _ to establish “name” brands of goods in a 
igo on B Mexico. on assembly lines, in stenographic pools developing market, and the opportunity 
and for Labor is relatively cheap and abun- and by such methods. But few Mexican to use Mexican tariff walls to undersell 
Mexico. dant, but skilled workmen often are hard laborers speak English. They misunder- competitors who must ship their goods 
far less § to find. Despite long queues of job hunt- stand, and often resent, their American — in from the U. S. 
S. The ers, there is a scarcity of such trained bosses. Some companies, as a conse- A shift in the type of enterprises 
vatches, | employes as lathe operators and precision quence, find it good business to hire being undertaken in Mexico is beginning 
y cloth- mechanics. Some companies get around Mexican managers, supervisors and fore- to show up now. The rush of new busi- 
| up tof this by picking likely prospects and send- men. Getting bilingual employes—those nesses has slowed a bit from 1947 in 
ans for | ing them to the home factory in the U.S. who speak both Spanish and English—is some lines because they already are 
branch for training. not difficult in the upper salary brackets. filled. Other fields are expected to ex- 
under} — Pay rolls are low, too, by comparison. Graft and petty dishonesties turn out _pand still more, however. Mexico is hun- 
mn. ship- The minimum wage is fixed by law at 90 to be the most bothersome things en- gry for goods, particularly for the things 
things, cents a day in Mexico City. Americans countered by investors. The Government formerly imported from the U.S. and 
> under | in many cases are paying higher wages now is campaigning against official cor- now banned by an embargo. 
than Mexican employers, but still they ruption. But two Mexican newspapers The flow of capital from the United 
00. Pay | get typists for $40 a month and stenog- said recently that Government employes States is not impressive, in terms of dol- 
abreast } raphers for $50. One general sales man- do not make enough money to live if lars, when compared with American in- 
id sala- | ager for a large U.S.-owned firm gets they refuse illegal tips and bribes. Two vestments in other parts of the world. But 
‘ore the { $800 a month, but generally a salary of | Government officials say that the prac- U.S. investors, cut off from traditional 
ng the | $300 is considered close to the top for tice of encouraging bribes for services enterprises in Europe, are putting their 
oney to | key personnel. rendered goes as high as the Cabinet. money into Mexico in business ventures 
Government regulations are forbid- An American in business in Mexico for that may change the whole pattern of 
e plan- | ding on paper, but frequently turn out 26 years reports his employes steal his future trade between the two neighbor 
urd into | to be more aggravating than harmful. stamps and chisel on petty-cash vouchers countries. 
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Bigger Benefits for GI's: 
Higher Cost to Taxpayer? 


Veterans now are offered new 
inducements to go back to school 
or train for better jobs at federal 
expense. 

Bigger allowances, higher in- 
come ceiling while training give 
ex-Gl’s a deal worth reconsider- 
ing before benefits expire. 

Cost of veteran payments, as a 
result, could soar if jobs become 
scarce in any early recession. 
Taxes will drop if boom continues, 
rise if business turns down. 


New incentives are being offered to 
veterans to further their schooling or 
learn trades at Government expense. 
Ex-servicemen are promised more 
money while going to school, pros- 
pects of a higher income while train- 
ing on the job. 

The veteran, as a result, faces this 
changed outlook in deciding whether to 
take advantage of training benefits under 
the GI Bill of Rights: 

If a bachelor, the veteran now may 
go to school for up to four years with an 
assured Government allowance of $75 a 
month, plus tuition and book fees. Or he 
may ‘train “on the job” for four years, 
drawing $65 a month from the Govern- 
ment as long as his total income does not 
exceed a new ceiling being set by Con- 


gress. That ceiling is expected to be be- 
tween $200 and $250 a month. 

If married, he will draw $105 a month 
at school, or $90 a month on the job, 
provided that his total monthly income 
does not exceed a $250 to $325 range. 
These rates also apply to an unmarried 
veteran who must support a parent or 
other dependent. 

If he has children, the ex-serviceman 
qualifies for a monthly allowance of $120 
at school or $90 on the job. The total 
income ceiling in this case is to be $250 
to $350 regardless of the number of 
children. 

These changed rates apply in the case 
of most veterans. For disabled veterans, 
however, whose training is covered by 
Public Law 16, allowances are higher and 
unchanged. They are $115 monthly for 
single disabled veterans and $135 for 
married veterans, plus $20 for the first 
child and $15 for each additional child. 

Limitations on GI benefits, for vet- 
erans now interested in applying, are set 
up in this series of deadlines: 

Schooling may be started this semes- 
ter at the higher subsistence rates, but 
must be begun by July, 1951, in most 
cases, if the veteran is to take the full 
four years at taxpayers’ expense. Those 
still in the service will have four years 
after their discharge to start their GI 
education. The education program will 
end entirely in July, 1956, unless ex- 
tended by Congress. 

On-farm training, which pays the 
same basic allowance as classroom educa- 
tion, is subject to the same time limit. 





(EDUCATION AND TRAINING BENEFITS 
UNDER THE Gi BILL OF RIGHTS) 


$2,122,000,000 
COST FOR YEAR ENDED 
JUNE 30, 1947 


) osFetere 





More for Veterans 


$2 »532 ,000,000 SUBSISTENCE PAY, ASSUMING 
COST FOR YEAR ENDING 
JUNE 30, 1948 










$2,882,000,000 
ESTIMATED COST FOR YEAR 

ENDING JUNE 30, 1949 

( BASED ON HIGHER RATES OF 
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On-job training, too, must be started 
before mid-1951 in order to get in the 
full period allowed under the GI lay, 
Veterans still in uniform may apply q 
year later, but the program is to end fo 
all trainees in July, 1956. 

Time limits for other GI benefits vary 
more widely. As examples: 

Unemployment pay, amounting to 
$20 a week for a total of 52 weeks, may 
be claimed only until July, 1949, in most 
cases. No claims may be filed after 
July 24, 1952. 

Homes loans under a GI guarantee 
may be obtained at any time up to July, 
1957, with a possibility that Congress 
might extend the deadline further. 

Business loans, too, can be had with 
VA guarantees until mid-1957. 

Self-employed pay, amounting to 
$100 a month less the veteran’s business 
earnings, may be claimed for 10}: months 
in the period before July, 1949. Veterans 
yet to be discharged may draw self. 
employed pay during a period that ends 
two years after they become civilians, 
but not later than July 24, 1952. 

Effect of the new incentives for taking 
GI benefits, coupled with the time limits 
placed on those benefits, is to be an in- 
crease in the number of veterans apply. 
ing for Government-financed training and 
Government-backed loans. How many 
apply will depend, in large degree, on 
job opportunities in the period ahead. 

Cost to taxpayers of future GI benefits 
thus, hinges on whether most veterans 
are able to keep satisfactory jobs, or 
whether some sort of business setback 
forces large numbers of them to resume 
their training with a federal allowance. 

“Wits mrosorrity§ continuing, higher 
payments to trainees may add_no more 
than $350,000,000 to the bill for veterans 
benefits in the year beginning July 1. 
That bill, over all, would total about 
$6,450,000,000, down somewhat from 
this year’s $6,632,000,000 and from last 
year's $7,370,000,00. 

Wit’ any recession, however, that 
bill could soar to new highs. Number of 
veterans studying under the GI Bill, now 
at 2,014,000, could easily be doubled. 
Millions of the 14,750,000 World War II 
veterans could apply and get unemploy- 
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ment pay: Only 461,900 have exhausted 
their jobless pay, only 213,800 their self- 
employment allowances. On-job_ trait 
ing might increase greatly, with only 
10,790 veterans no longer eligible for 
further training. In all, VA payments to 
veterans in a business setback that came 
before major benefits expired could 


000 or more. 

Added inducements now offered to 
veterans by Congress, as a result, might 
raise cost to taxpayers—including veter 
ans—to new highs in case of an eatly 
recession. 
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ARAB SQUEEZE ON U.S. OIL SUPPLY 


Reported from HAIFA, LONDON, NEW YORK and WASHINGTON 


Oil troubles for the U.S. are 
copping up in the Middle East. 
Pressure is on to force America 
to back out of Palestine. 

Arab anger at U.S. is upset- 
ting the oil timetable. Pipe lines 
are held up. So is other work. 
Production plans are off schedule. 

Growing unrest is causing 
official concern. It can disrupt 
U.S. defense strategy in Europe 
and the Mediterranean. 


Oil supplies urgently needed by the 
United States at home and abroad are 
menaced by the fighting in Palestine. 
Arabs are showing by sabotage that 
they can choke off the rich flow of 
Middle East oil any time they choose. 
Result is that the U.S. finds itself in- 
volved more deeply than ever in the 
troubles of the Holy Land. 

Plans of this country to pipe 2,000,000 
barrels of oil daily out of the Middle East 
already are knocked off schedule. Arab 
unrest has stopped work in some places. 
Political troubles are slowing down the 
schedule in others. It means that other 
supplies of oil the U.S. needs at home 
must continue to go to Europe longer 
than expected. 

Other complications are rising. Arab 
anger over attempts to set up a Jewish 
nation in Palestine is directed more and 
more toward Americans. The situation is 
becoming so tense that U.S. military 
strategists are putting pressure on Wash- 
ington to pull out of the Holy Land be- 
fore sniping between the Arabs and Jews 
flares into open war that might involve 
U.S. troops. 

Chief Arab weapon in the fight 
against a Jewish state turns out to be the 


‘Arabian oil, much of it to be produced 


and sold by American companies. Before 
war comes in Palestine, the Arabs are 
showing the United States how easily 
they can bottle up the oil of the Middle 
East. 

Trouble in the oil ports of the Medi- 
terranean already is building up. 
_ At Haifa, in Palestine, outlet of a pipe 
line carrying oil from Iraq, Jews bombed 
the refinery to protest against British rule 
in the Holy Land. Then the refinery re- 
mained closed for weeks because Arab 
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DESERT RIGHT OF WAY 
A stick of dynamite could block it 


gangs, protesting the U.S. decision on 
the partition of Palestine, kept Jewish 
technicians from work. 

In Sidon, in Lebanon, future outlet 
for oil piped from Saudi Arabia, all work 
has stopped on the construction of oil- 
storage tanks and a loading dock. Most 
of the workers on these projects have 
been discharged or transferred to work 
on the Saudi Arabia end of the pipe line. 
Oil pipe on the way to Sidon from the 
U.S. has been rerouted to Persian Gulf 
ports. Reason is that anti-Zionist Arabs 
in Sidon are stirring up trouble for the 
American oil company. 

Trouble in the desert of Syria has led 
the oil companies to recall American 
surveyors and other technicians work- 
ing along the pipe-line routes. Bedouin 
tribesmen, volunteers in the “Arab Army 
of Liberation” with headquarters in 
Damascus, have been sniping at pipe- 
line work parties. So all work on the 
western end of a pipe line that is to 
take Arabian oil to the Mediterranean has 
been stopped. 

Frequent delays of official permits 
from some Arab governments are slowing 
up plans for oil pipe lines. The Syrian 
Parliament so far has refused to ratify 
the agreements whereby pipe lines owned 
by American interests are to cross Syrian 
territory. Syrian leaders request the 
United States to change its policy on 
Palestine. 

For the U.S., frequently critical of 





Britain’s role in Palestine, the respon- 
sibility of trying to keep peace between 
Arabs and Jews is a new experience. It 
is complicated by the fact that the United 
States now is rapidly replacing Britain 
as the biggest oil operator in the Middle 
East. 

What's involved in U.S. efforts to 
increase the flow of oil out of the Arab 
countries is much more than the dollar 
value of the oil itself. 

Biggest oil exporter in the years 
ahead will be the Middle East. Current 
production is only 10 per cent of the 
world output, but Middle East reserves 
may total 60 per cent of the world total. 

U.S. supply of oil is tied closely to 
Middle Eastern production. By 1952, the 
flow of oil through Middle Eastern pipe 
lines already built, under construction or 
planned is to be about 2,000,000 barrels 
a day. That is the amount this country 
needs over and above existing United 
States production, exactly the amount 
that could be produced by a $9,000,- 
000,000 synthetic-oil program proposed 
by Secretary of the Interior Julius A. 
Krug. 

Fuel for warships of the U.S. in the 
Mediterranean, the Far East and the 
Pacific now comes from the Persian Gulf, 
“back door” to the Arab states. About 17 
per cent of the petroleum supplies used 
by the American armed forces last year 
came from the Middle East. The British 
Navy gets almost all its fuel from the 
Arab countries. 

World needs for oil are increasing 
rapidly. Under the European Recovery 
Program, Western Europe is going to 
need more oil year by year. In 1946, 
Europe got 25.8 per cent of its oil im- 
ports from the United States and 49.6 
per cent from other American countries. 
The Middle East supplied only 24.6 per 
cent. By 1951, under plans now endan- 
gered by Arab threats, the Middle East 
is to supply 82.1 per cent of the oil 
needed by Europe, with 3.6 per cent to 
come from the U.S. and 14.3 per cent 
from other Americas. Thus, every barrel 
of Middle Eastern oil sent to Europe 
means a barrel of Western Hemisphere 
production saved for use in the Americas. 

There is plenty of oil in the Arab 
countries. Problem is how to move it out 
fast enough to meet the world’s needs in 
the years just ahead. 

Transport is the key to the available 
oil of the Middle East. 

Tankers are short everywhere in the 
world. American and other companies in 
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the Middle East are operating only 193 
wells due to lack of transport facilities. 
But these few wells produce one tenth 
of the world output. 

Pipe lines alone can break the bottle- 
neck of Middle Eastern oil transport. The 
accompanying map shows how it is to 
be done. 

Plan is to send crude oil on pipe-line 
short cuts across Arabia to the Mediter- 
ranean, thus avoiding the long tanker 
haul around the Arabian peninsula from 
Europe. 

Two lines now are in operation to the 
Mediterranean. They end at Tripoli, in 
Lebanon, and at Haifa, in Palestine. They 
start in the Kirkuk fields of Iraq. These 
lines move a total of 96,000 barrels of 
oil a day. They are operated by the Iraq 
Petroleum Co., 23.75 per cent of which 
is held by American interests. 

Lines under construction include the 
tap line of the Arabian American Oil Co. 
from the Abqaiq field near the Persian 
Gulf, in Saudi Arabia, to the Mediter- 
ranean port of Sidon in Lebanon, a 
1,100-mile route. In addition, the Iraq 
Petroleum Co. is trying to complete con- 
struction of two pipe lines paralleling its 
existing channels to Tripoli and Haifa. 

Proposed lines include still another 
route for the Iraq Petroleum Co. from 
Kirkuk to Tripoli and Haifa; a line link- 
ing Iran’s oil wells to a Mediterranean 
outlet at Latakia in Syria, and a third 
line, the largest of all, which is to run 
from the Burghan field in Kuwait to 
the Mediterranean. 

Trouble is that all these plans can be 
knocked out of kilter by the Arabs. A 
single Bedouin with a stick of dynamite 
could halt the flow of hundreds of thou- 
sands of barrels of oil. This fact carries 
great weight in Middle Eastern politics. 

The future depends largely on deci- 
sions that will be made in Washington. 

Timetable as now set up calls for the 
creation of provisional governments in the 
Jewish and Arab states of Palestirie on 
April 1. Britain is to give up her rule 
in Palestine on May 15. British troops 
are to be out by August 1. The two 
Palestine states are to be independent by 
October 1. 

Arab plan is to upset this timetable 
by force if necessary. The United 
Nations, which lacks the armed forces to 
keep the peace between Arab and Jew, 
is looking to the great powers for help. 
Russia would like a share in any U.N. 
police force for Palestine. But the U.S. 
Government wants to keep Russia out 
of the Middle East. 

As a result, Washington is recon- 
sidering the whole plan for the partition 
of Palestine. The need to get oil out of 
the Middle East may again postpone the 
settlement of Arab-Jewish conflicts in the 
Holy Land. 
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Pipe Lines in Operation 


AG), osm 


Kirkuk to Haifa 


Daily capacity: 48,000 bbls. 


Kirkuk to Tripoli 


Daily capacity: 48,000 bbls. 
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Pipe Line § Under Construction 


Loy as 


Kirkuk to Haifa 
Daily capacity: 102,000 bbls. 
To be finished: 1948 
Abqaiq to Sidon 
Daily capacity: 300,000 bbls. 
To be finished: 1949 


Kirkuk to Tripoli 
Daily capacity: 102,000 bbls. 
To be finished: 1949 
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Kirkuk to Haifa and Tripoli 
Daily capacity: 350,000 bbls. 
To be finished: 1951 


Abadan to Latakia 
Daily capacity: 500,000 bbls. 
To be finished: 1951 


Burghan to Mediterranean 
Daily capacity: 550,000 bbls. 
To be finished: 1952 
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Total planned pipe line capacity at 
end of four years: 2,000,000 bbls. 


Present U.S. daily production: 
5,000,000 bbis. 
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POLLS AS PRESIDENT MAKERS 


Influence of Opinion Sampling on Politicians 


Public-opinion polls now are 
choosing the next President. 

Polls built the Eisenhower 
boom, are standing in the way of 
Senator Robert A. Taft, and are 
giving hope to Governor Thom- 
as E. Dewey and Harold Stassen. 

Political strategy and the 
course of legislation are being 
shaped to fit the findings of the 
polls. Congressmen take their 
own polls to learn how to vote. 


The public-opinion polls are be- 
coming President makers. They fos- 
tered the presidential boom for 
Dwight D. Eisenhower. They are giv- 
ing hope to Thomas E. Dewey and 
Harold Stassen. They are putting ob- 
stacles in the way of Robert A. Taft. 
And President Truman watches the 
polls as closely as he would the ups 
and downs on a fever chart. 

For the politicians, the polls mirror the 
wishes and the preferences of the voters. 
The polls are the closest thing to a popu- 
lar referendum America has. They chart 
the fluctuating fortunes of men and issues 
in the popular regard. And, in President 
making, they have more influence upon 





decisions of the politicians than the vot- 
ing in presidential primaries. - 

The reason for this influence is 
simple: Primaries are mandatory in only 
14 States. In these primaries, the vote 
usually is low. Only from 10 to 40 per 
cent as many vote in the presidential pri- 
maries as vote in the November general 
election. A man who ran well in a pri- 
mary might not do so well with the 
voters of a general election. But the polls 
take a carefully balanced sample of 
national or State voter opinion, in all 
parties and in all economic groups. 

That is why, in this election year, the 
politicians are keeping an eye on the polls. 
They beam when results favor them and 
their policies. They question the accuracy 
of the polls and shout “bias” when opin- 
ions run against them. Sometimes, they 
demand an investigation of polls. 

But the poll is the modern political 
substitute for an ear to the ground. Dr. 
George Gallup and Elmo Roper, two of 
the top pollsters, are powers to reckon 
with. They, and half a dozen others, have 
an influence nationally. 

Democratic chances of holding the 
Presidency this year are reflected by the 
polls as fair, depending upon the identity 
of the Republican candidate. The chances 
now are not as dim as they were in 1946, 
after the Republicans had captured Con- 
gress. But they are not as good as they 
were before Henry A. Wallace entered 
the presidential field with his third party. 
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TABULATING PREFERENCES 
The results make politicians beam or berate 
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But, even with Mr. Wallace in the 
field, the polls indicate that Mr. Truman 
has a good fighting chance to be elected 
against any candidate that the Republi. 
cans might put up except General of the 
Army Dwight D. Eisenhower. Against 
Governor Dewey, the polls indicate that 
the battle would be extremely close, with 
Mr. Truman edging the New Yorker out 








—Keystone 


PERCENTAGE HUNTER 
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METERED RESPONSE 
More influence upon politicians ... 


by a whisker. But the polls give Mr. Tru 
man a good margin over Senator Tatt. 

The fortunes of Mr. Stassen are in a 
shifting phase now. The polls give no 





sure sign of what he might do against 
Mr. Truman. His decision to battle Sena- 
tor Taft for the Ohio delegation may 
have improved his standing among it- 
dependent and union-labor voters. 
Trial tests made before the third party 
went into the field indicated that Mr. 
Truman could beat General of the Amy 
Douglas MacArthur. Measurements of 
the Wallace strength indicate that the 
third-party candidacy has not changed 
this picture. But the General has been 
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away from the United States for a long 
time and a hero’s welcome might help 
to change this situation. (See page 37.) 

In measuring their chances and in 
shaping their strategy, the candidates are 
watching the polls closely. Members of 
Congress find the polls a measurement of 
the way people feel about taxes, universal 
military training, labor legislation, foreign 
affairs and various other issues. But they 
do not always follow the public polls. 

Politicians conduct polls of their own 
or hire the services of professional public- 
opinion research agencies to take polls for 
them. They chart their courses by polls. 
But often these are done privately and 
the results are not published. 





—American Institute of Public Opinion 
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NETTED IDEAS 
... than presidential primary votes 


In choosing their researchers, they 
have to be careful. One public official re- 
cently got an offer from a would-be poll- 
ster who offered to produce a poll to 
show whatever result the official wanted 
shown. All he had to do was to choose 
certain types of persons to interview. 

Often Congress moves in a different 
direction from the one in which the 
public indicates it would like the Govern- 
ment to go. Congress has ignored the 
findings of polls on taxes, universal mili- 
tary training and various kinds of con- 
trols. Usually, however, when this is 
done, the individual members of Congress 
take into consideration the power back 
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POLLSTER GALLUP 
The modern political substitute for an ear to the ground 


of certain pressure groups, or, if the 
issue is narrowly drawn, the margin of 
error to which the poll is subject. 

The margin of error ranges from 
3 to 6 per cent. In cases in which a large 
majority does not show up on either side 
of a question, or in which a great many 
of those interviewed have registered no 
opinion, the result might be in doubt. 
But, on economic issues, the polls often 
reveal a large majority on one side. 

For instance, 77 per cent of the people 
favor writing a community-property pro- 
vision into the tax laws. Congress is about 
to do this. Seventy-four per cent of the 
people favor a $200-a-month minimum 
for schoolteachers. Many States are pro- 
viding such a minimum. 

On the other hand, only 39 per cent 
disapproved the Taft-Hartley bill. Thirty- 
three per cent approved it. Twenty-eight 
per cent had no opinion. Here the opin- 
ions were so divided that Congress ig- 
nored the result. 

Election forecasting is a task that 
most of the better public-opinion research 
specialists would like to avoid. They 
frankly admit that the margin of error is 
such as to make it possible for them to 
come up on the wrong side of a close 
election. With a 4 per cent margin of 
error, if 52 per cent of the voters go one 
way, the decision might be exactly oppo- 
site from the one indicated by the polls. 

Both Dr. Gallup and Mr. Roper feel 
this very keenly. Mr. Roper suggested at 
a recent conference that the public-opin- 
ion research agencies give up election 
forecasting. An error like picking the 
wrong winner in a close election might so 
weaken public confidence in the work as 
to destroy the whole business. The old 
Literary Digest died of such a happening. 

But political forecasting is a showcase 


for public-opinion research. There is so 
much interest in this side of the work 
that it overshadows the explorations in 
economic, marketing and_ sociological 
fields. It is by picking election winners 
that reputations are made. Reputations 
win customers for economic and market- 
ing research. And it is the private cus- 
tomers who really pay the freight. The 
proposal to abandon political forecasting 
is not being taken too seriously. 

Scientific poll taking now is a big 
and important business. There are several 
thousand such research agencies in the 
country, from small ones connected with 
advertising agencies up to the big ones 
of Dr. Gallup and Mr. Roper. They guide 
sales campaigns as well as_ politicians. 
They fix the destiny of many a business. 

In the scientific poll, population panels 
are developed, varying in size from 3,000 
to 50,000, depending on the type of poll. 
Care is taken to make certain that the 
men and women in these panels represent 
all types of the population. They are 
miniature samples of America. In them 
are young and old, Democrats, Republi- 
cans, independents, farmers, union work- 
ers, residents of small, medium and large 
towns, all religions and races. 

These panels are changed regularly, 
but it is estimated that it would take 150 
years for Dr. Gallup’s organization to get 
around to questioning everyone. He uses 
about 1,100 interviewers, most of whom 
are college graduates, and most of whom 
work part time at the task. 

In 100 elections, his American Insti- 
tute of Public Opinion has averaged less 
than a 4 per cent of error. But 1948 may 
be the showdown for the polls. Dr. Gal- 
lup is hoping that whichever candidate 
wins will get the victory by a lopsided 
margin. He does not want a close election. 
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Unions’ Shift to ‘Paternalism’ 


Pattern Set by Mr. Lewis's Pension Demand 


Unions now want more from 
employers than wage increases. 
Demands are being shifted to in- 
clude social-security benefits. 

John Lewis is setting the pace 
with a demand for pensions of 
$100 a month for miners who re- 
tire at the age of 60. 

Maternity care, old-age bene- 
fits, unemployment insurance are 
just a few of the things em- 
ployers are asked to pay for. 


John L. Lewis is setting the style 
for the future strategy of union lead- 
ers. Mr. Lewis is edging toward a pos- 
sible strike in coal, not so much over 
rates of pay for coal miners as over 
pensions for miners who grow old in 
the business. 

The Lewis shift from emphasis in wage 
rates to emphasis on pensions is a sign of 
coming change for both workers and em- 
ployers. Union leaders are finding that 
emphasis upon higher and higher pay is 
wearing thin. There will be a third round 
of demands that center on wage rates, but 
workers discover more and more that, as 
pev goes up, price; tend to go up as much 
or more. 

In searching for new fields to conquer, 
as a means of attracting and holding more 
and more dues-paying members, union 
leaders are taking over a field that poli- 
ticians also are getting set to exploit. The 
field they are turning to is that of social 
security—insurance against unemploy- 
ment, old age, disability, hospitalization, 
surgical expense and death. 

Mr. Lewis, in coal, is demanding pen- 
sions of $100 a month for all miners who 
reach the age of 60 and who have had 20 
years of service. A tax of 40 or 50 cents a 
ton on coal mined might have to be levied 
to carry a pension plan of this size on top 
of the miners’ welfare plan already in 
operation. 

Mr. Lewis’s demand is only a sample. 
CIO steel, auto and other unions are pre- 
paring social-security plans of their own, 
to be financed in whole or in part by em- 
ployer contributions. 

Mr. Lewis and the other labor leaders, 
who now are moving into the field of 
paternalism that once was considered ex- 
clusive employer territory, are asking for 
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benefits of a type already won by a num- 
ber of unions, But no union yet has been 
successful in raising the kind-of money 
that will be required to finance a pension 
plan as ambitious as the Lewis proposal. 
By industry estimates, cost of the pension 
and welfare plans eventually could run 
to $250,000,000 or more a year. 





"Sires Rubens! Justice-ILGWU 
UNION HEALTH CENTER 
Who will pay the doctor? 


Benefits sought by unions, in addi-. 


tion to pensions, are many. 

Insurance programs, financed by 
employers, are being freely demanded. 
Such programs are intended to provide 
for union members and their families hos- 
pitalization, payment of medical and 
surgical fees, payments for disability in- 
curred on the job, burial fees and life 
insurance. In a few cases, unions will be 
willing to help pay the cost of such pro- 
grams through contributions by members, 
but the trend in demands is for employ- 
ers to pay the full cost of cradle-to-grave 
programs. These benefits, of course, are 
to be in addition to Social Security pay- 
ments provided under Government pro- 
grams, to which workers and employers 
now contribute. 

A sample of the type of program being 


demanded by unions, and sometimes 
won, is found in an agreement recently 
worked out by New York building con. 
tractors for 8,000 union painters. This 
agreement provides full medical care for 
the painters—at home, in doctors’ offices 
and in hospitals—paid for by employers, 
through contributions of 3 per cent of 
their gross pay rolls. Also, the painters 
will continue to receive other beneiits 
previously in effect, such as life and acci- 
dent insurance and hospitalization. The 
program will cost employers about $400,- 
000 a year for 8,000 men. 

Maternity care is another medical 
benefit employers will be expected to pro- 
vide. This demand will be pushed es- 
pecially in plants employing many 
women. 

Unemployment benefits are to be 
demanded more generally by unions, 
Groundwork for such demands already is 
being laid against the day when the boom 
loses some of its steam and jobs become 
scarce. Such payments to workers out of 
jobs would be in addition to amounts re- 
ceived by them from State unemployment 
funds. Unions now are contending that 
the State payments are too small to pro- 
vide subsistence in a period of high prices. 

Long-term aims of unions include 
another and more far-reaching form of 
social security. That is the security that 
goes with assurance of a fixed income. 

A weekly-pay guarantee is one 
form of such security. It is to be an in- 
creasingly popular demand. CIO Auto 
Workers, for example, are asking the 
auto manufacturers to guarantee 40 hours 
of work during any week in which a mem- 
ber is called to his job. This would elim- 
inate layoffs for part of a week at a time. 

A guaranteed annual wage is the 
other form of fixed-income security that 
unions hope some day to obtain. Little 
is heard of this issue at the moment, but 
it is by no means dead. The guaranteed 
wage continues to be a long-range aim of 
union leaders, though most of them know 
that it is years away in most industries 
and not practical for others. 

Benefits won by unions, in their 
campaign for social-security benefits f- 
nanced by industry, already have reached 
important proportions. 

Welfare plans are in operation in 
many sizable industries. Clothing, textile, 
and hosiery workers, millinery workers, 
musicians, AFL electrical workers, to 
name a few, have pioneered in this field. 
John Lewis’s miners have a fund for this 
purpose totaling more than $50,000,000, 
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LABOR MEETING—DUES COLLECTION 





—Black Star 
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COMPANY WINDOW-—INSURANCE POLICIES 


The unions’ goal: Funds from employers and control by workers 


but want it increased to provide for pen- 
sions, These welfare plans provide sick- 
ness benefits and life insurance, but no 
pensions. In most cases they are financed 
entirely by employers, or, in the case of 
the miners, by a royalty on coal. 

Unions themselves sometimes are 
able to provide extensive health and wel- 
fare benefits for members, paid for out of 
dues, 

Health centers are provided, where 
members may receive medical examina- 
tions and diagnoses. The CIO Auto Work- 
ers, for one, have such a center, The 
AFL Ladies’ Garment Workers are estab- 
lishing a medical center in Boston’s gar- 
ment district, which will be open to the 
union’s 12,000 or more members in the 
area, 

Recreation facilities, such as summer 
camps and sports centers, are available 
for members of certain unions. 

In seeking to substitute union paternal- 
ism for employer paternalism, the union 





TALK FOR HIGHER PAY 


leaders are out to strengthen their stand- 
ing with members. They want the union, 
rather than the employer, to get credit for 
any social-security benefits granted. Gen- 
eral Motors Corp. is one company that is 
finding out just how much value union 
officials attach to benefits of this kind. 

For years, General Motors has had a 
group insurance system for employes. 
Recently, the corporation announced an 
expansion of the program to add new 
benefits. The CIO Auto Workers Union 
protested, on the ground that it had not 
been consulted on the insurance plan. The 
union filed a complaint with the National 
Labor Relations Board that the corpora- 
tion had refused to bargain on this issue. 
NLRB then obtained an order from a New 
York federal court preventing the com- 
pany from putting the plan into effect on 
February 1, the scheduled starting date. 

As a result, workers in plants covered 
by contracts with the union are deprived 
temporarily of the benefits of new insur- 





—Ewing Galloway 


ance. This situation could backfire on the 
union, despite the claim of union officials 
that they are trying to win a better pro- 
gram. At any rate, it shows the stress that 
unions now place on benefits of this kind. 

The whole question of whether employ- 
ers must bargain with unions over 
insurance plans and other types of social 
security is before NLRB for decision. If 
the Board rules in favor of the unions, this 
will be a strong new weapon in their 
hands. Many existing insurance plans 
were installed without consultation with 
unions. 

So, although unions will continue to 
demand higher pay rates as present con- 
tracts expire, they wili be equally 
concerned with winning more social se- 
curity for members. Most of them know 
that wages cannot go up forever without 
a corresponding increase in efficiency, 
and they want their members protected 
with other benefits for the time when the 
boom subsides. 





—Social Security Board 


INSURED FOR OLD AGE 


- « - the unions will be using politicians’ techniques in their desire to win and hold their members 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 


GEORGE WASHINGTON 








to work.” 


ly any such statute. 
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CONSISTENCY OR HYPOCRISY? | 

. Re 

By DAVID LAWRENCE p Fe 

For political reasons, each party in a campaign year It is Mr. Petrillo and Mr. Lewis, moreover, who | cor 
usually affirms its belief in civil rights. have the say as to whether a worker shall or shall not tio 
President Truman’s message last week on civil continue on his job and, if the so-called constitutions ~* 
rights was palpably political. of various local unions are examined, it will be found gu 
It was a bid for the vote of those minorities which that they contain dictatorial powers which deny civil wil 
have been the victims of discrimination in America. rights. Un 
It would have been a much stronger message and Looking for votes: The Republicans and Northern 
would have won the respect of all thinking people if Democrats are championing the anti-lynching law be- the 
it had included all manner of violations of civil rights. cause it is to their political advantage in the North, | _™mé 
Mr. Truman’s message is significant for what it Mr. Truman, who is anxious to get the Negro vote in pal 
omits. Not a single syllable in the entire message de- the North, is trying to outdo the Republicans by his Co 
scribed the “lynching” on the labor front which occurs advocacy of civil rights. He realizes that the Southern as 
in almost every major strike. Not a word is said about Democrats are annoyed and irritated by these tactics, bel 
coercion and violence that arises on the picket line, of which, however, mean votes in the North. The South s 
which the news photographers have taken an abun- will be Democratic on election day anyway. t the 
dance of pictures during the last several years. It is time that both political parties faced the issue low 
The most important of all civil rights is the “right contained in the lynching problem. It is a simple mat- Tr 

ter of whether the Federal Government or the States 
Yet President Truman has placed many an obstacle are to take over the police power. i 
in the path of those who want to work. He has sided Let us examine each one of the four points in the p 
with the economic group in this country to whose in- “American faith” to which Mr. Truman referred in I 
terest it is to keep employers from entering their plants his message. He described that faith as follows: (4e- tha 
or workers from access to jobs during labor disputes. “1. We believe that all men are created equal met 
The problem of whether we shall have a specific law and that they have the right to equal justice pov 
against “lynching” of negroes or other citizens as rec- under law.” tot 
ommended by the President in his message last week Can there be “equal justice” when 95 per cent of the Sta 
is not a bit different from the problem of what we shall federal judges, appointed for life, come from one po- peo 
do to curb violence and “lynch law” on the labor front. litical party? Is this really any different from the one- — C 
State vs. federal police power: Under our consti- party systems in some of the totalitarian countries con 
tutional system, the States are supposed to preserve where justice is a matter of “public sentiment” as pre- Am 
law and order. The “police power” is vested in the scribed by the ruling powers? Cait 
States. But when it comes to the enactment of some When the late President Roosevelt “packed” the + D 
federal statute to curb labor violence, President Tru- Supreme Court of the United States with men whose the 
man and all the so-called “liberal” groups associated views on the Constitution would be close to his own, he ~~ 

with him in his political adventures oppose vehement- destroyed every vestige of “equal justice under law.” } fr 
From one end of this country to the other men de- Ti 

It seems desirable to clear up once and for all where spair of taking their cases to the courts because, they T 
the Democratic Party in the North stands on the sub- say, “New Deal justice” is not “equal justice under , one 
ject of state vs. federal police power. It seems also de- law.” real] 
sirable to know whether the Republicans are sincere Let us face this fact frankly. It is a national scandal. ~“™ rece 
in their advocacy of anti-lynching laws and whether The Supreme Court of the United States is regarded deay 
they will be consistent and approve also such laws by most lawyers as a “packed” institution addicted to the 
the bureaucratic point of view and possessing a class- the 


as are offered to prevent lynching on the labor front. 
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“! wholly disapprove of what you say but will 
defend to the death your right to say it.’’ 
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Citizen’s ‘right to work’ is overlooked in President’s message on civil rights— 
Real issue is whether police power shall be vested in the States or in the 
» Federal Government—Bidding for the votes of minority groups. 


conscious prejudice wherever social or economic ques- 
tions are to be decided. 

The tradition of America for decades was to safe- 
guard minority rights through a bi-partisan judiciary, 
with both parties represented in the judicial system. 
Until recent years this principle was respected. 

It was under the Roosevelt Administration also that 
the constitutional principle of amendment through the 
method prescribed in the Constitution itself was dis- 
paraged. Mr. Roosevelt proclaimed in 1937 that the 
Constitution was too clumsy and unworkable so far 
as the amending process was concerned and that he 
believed in amendment by “judicial interpretation.” 

Such indifference to the rights of the States and of 
the people does not seem to be in accord with the fol- 
lowing point in the “articles of faith” contained in Mr. 
Truman’s message: 

“2. We believe that all men should have a voice 

in their government and that government should 

protect, not usurp, the rights of the people.” 

It is in the Tenth Amendment to the Constitution 


(4e- that we find the statement that the Federal Govern- 


ment is a government of delegated powers—that all 
powers not specifically delegated by the Constitution 
to the Federal Government “nor prohibited by it to the 
States, are reserved to the States respectively, or to the 
people.” 


-— Can it be said that the usurpations of recent years 


conform to the principle written into the Tenth 
Amendment? It is sheer hypocrisy to make such a 
claim. 


Denial of rights to employers: The next point in 
the President’s statement reads as follows: 
= “3. We believe that all men have the right to 
} freedom of thought and of expression and the 
right to worship as they please.” 

There will be no dissent from this great creed, but 
one must ask whether in free America these rights are 
really respected. There have been many instances in 

™ recent years where the Federal Government has en- 
deavored to interfere with freedom of expression. Thus 
the Wagner Act has been continuously interpreted by 
the National Labor Relations Board as denying to 
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employers the right to express themselves freely in 
their relations with employes. These limitations have 
not been altogether removed by the Taft-Hartley law. 

The next point in the creed reads: 

“4. We believe that all men are entitled to equal 
opportunities for jobs, for homes, for good health 
and for education.” 

Can it be said that the right to work is safeguarded 
today? Mr. Truman is unquestionably correct when 
he says there is discrimination on the basis of race, 
creed and color in the matter of employment oppor- 
tunities. But while this is to be deplored, why does 
President Truman fail to denounce those organiza- 
tions from which he receives political support and 
which interfere with the right to work? The unions use 
physical force and other forms of coercion to impede 
and deny that self-same right to work. 


Equal protection for all: Let anyone who wants to 
become an apprentice in certain trades apply to -the 
union for such an opportunity. He will find out soon 
that he is on a “waiting list.” Maybe, if he is not suffi- 
ciently servile, he will never get that opportunity. Yet 
the interference with free employment by union rules 
is sanctioned by the President, who never has ex- 
pressed any interest in supporting legislation to ban 
the “closed shop.” 

By all means let us remove discrimination among 
applicants for jobs, and let us consider ways and 
means of stimulating the States to pass strict laws to 
enforce constitutional guarantees. But let us not close 
our eyes to the main problem, which is that, if the 
federal police power is the only way to eliminate the 
fear of lynching, it is also the only way to protect the 
white citizen, too, in his right to work. 

Let us either place the whole burden on the Federal 
Government and realize that it means policing every 
form of violence—on the labor front, too—or let us 
recognize that public opinion can and must do its job 
in strengthening State and local governments so that 
they will exercise their police powers effectively. The 
protection of civil rights under our constitutional sys- 
tem belongs not only to the Federal Government but 
to the States and cities as well. 

















RCA Laboratories’ “Chamber of Silence”—proving ground of tonal quality in radio and television instruments. 


You walk into an eerie room. The 
door swings shut and you're wrapped 
in a silence so complete that it’s 
an effort to listen. Sound in this 
vault-like cavern is reduced to the 
minimum of hearing. 


But even silence has a sound of its 
own. Faintly you hear a subdued hiss; 
sometimes a soft hum. Scientists have 
suggested this may be the “noise” of 
molecules hitting the eardrums. Others 
wonder if it is caused by the coursing 
of the body’s bloodstream. 

On the walls, ceiling, beneath the open, 
grated floor of this RCA sound laboratory, 





hangs enough heavy rug padding to cover 
250 average living rooms. Sound is smoth- 
ered in its folds—echoes and distortion are 
wiped out. 

When acoustic scientists at RCA 
Laboratories want to study the actual 
voice of an instrument, they take it to 
this room. What they hear then is the 
instrument itself—and only the instru- 
ment. They get a true measure of per- 
formance. 

Information gained here is part of 
such advances as: The “Golden Throat” 
tone system found only in RCA Victor 
radios and Victrola radio-phonographs 
... superb sound systems for television 


Ever hear S/LENCE ? 


... the true-to-life quality of RCA 
Victor records ... high-fidelity micro- 
phones, clear voices for motion pic- 
tures, public address systems, and 
interoffice communications. 

Research at RCA Laboratories moves 

along many paths. Advanced scientific 
thinking is part of any product bearing 
the names RCA, or RCA Victor. 
When in Radio City, New York, be 
sure to see the radio, television and 
electronic wonders on display at RCA 
Exhibition Hall, 36 West 49th Street. 
Free admission. Radio Corporation of 
America, RCA Building, Radio City, 
N.Y. 20. 


RADIO CORPORATION of AMERICA 














ab 


th 


it 


no 


mi: 


at 
Na 


st 


fi 


fu 






























Worldgram 


Reg. U.S. Pat. Off. 








FROM THE CAPITALS OF THE WORLD 


LONDON... .FRANKFURT....ROME...-PARIS.e- 





It's a bad year for planners, anywhere you look. 
British see their planned export goals menaced by inflation, unplanned. 
French, Italians hope free market will do what money plans failed to do. 
Germans, planning to double exports, find customers can't pay in dollars. 
Russians complain that production costs are higher than planned. 

Swedes have had to revise deal with Russia. First plan was too ambitious. 

Dutch find home plans thrown off by unplanned trouble in Indonesia. 

Planners in South America, North America and the Far East report a similar 
crop of troubles: Too much currency chasing too few goods; production costs ris- 
ing, exports running into snags; careful plans getting all fouled up. 

Tendency around the world is to blame planners’ troubles on the U.S., on 

U.S. prices, on U.S. shortages, or on uncertainty of aid. from America. 

It's beginning to become clear, though, that not all the world's troubles 
stem from Washington. Planners in London, Paris and elsewhere now admit, if 
pressed, that maybe they've bitten off more than they can chew. 





British businessmen find themselves somewhat out of breath, a little winded, 
trying to satisfy Prime Minister Attlee's planners and to keep up with them. 

Engineering industries illustrate the problem. 

Asked to expand exports, the manufacturers of heavy goods boosted sales 
abroad to 47 per cent above 1938 by the end of 1946, and to 65 per cent above by 
the end of 1947. Now they're asked to hit 154 per cent above by the end of 1948. 

They are willing, but confused by things like these: 

Allocations of coal don't always come through as promised. One firm got 
its allocation last May; in December was still writing letters, waiting for coal. 

Quality of coal seems to go down as production goes up. Ash content of coal 
now runs 20 to 30 per cent, against 10 per cent prewar. Dirt won't burn. 

Price of coal, regardless of quality, goes on up. Under nationalization, 
mines first went on five-day week, then miners were asked to work on Saturdays, 
at overtime. Result: Coal now costs industry 50 cents more on aton. At that, 
National Coal Board lost $58,000,000 in first three quarters of 1947. 














Then, as planners and businessmen try to catch their breath: 

Price of steel goes up, reflecting coal, by $1 to $1.60 a ton. Increase in 
Steel prices, of course, hits every other commodity that uses steel. 

Allocation of steel, meanwhile, gets in a jam. Planners find they have 
issued paper allocations for 2,000,000 tons more than actually was produced. So 
firm plans of steel users are upset, and a new allocation scheme is ordered. 

Government advice to industry to ease coal shortage by converting to oil, 
furthermore, runs into trouble. Now firms that converted wish they hadn't. 

Government urging that industry plough profits back into business, for new 
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cS 
plant and equipment, likewise runs into a stop sign. Now industry is asked to 
curtail expension, trim capital investment unless Sir Stafford Cripps approves. 
In this situation, British industrialists ask how they can plan ahead. They 
might outguess unplanned markets, but they can't outguess the official planners, 
More plans, fresh restrictions are in store for British business, however, I 
if Mr. Attlee's latest appeal to reason fails to ease the situation. ral 
Inflationary pressures are forcing British production costs up, endangering wh 
exports. Higher prices at home can price goods out of export markets. “ 
And a drop in exports, or a failure of sales to rise, is feared by the thr 
Attlee Government most of all. To get by, Britain must sell much more overseas. Re 
This accounts for the appeal to labor to be content with wages 73 per cent " 
above prewar, the appeal to business to keep prices and profits in line. Further the 
increases, like that in coal, could turn out to be disastrous. ™ 
Whether inflation listens to reason, in any language, remains to be seen. can 
; rals 
In Western Germany, as in Britain, the idea is that a planned increase in - 
exports will solve nearly everything. That's the Anglo-American hope. civi 
Gen. Lucius D. Clay, U.S. Military Governor, thinks Western Germany can ( 
reach an export volume of $400,000,000 this year, or double last year's total. a 
General Clay's plans, though, depend on solving problems like these: and 
Hungry strikers will have to be fed, if exports are to rise at all. ee 
Raw material, notably cotton, will have to flow into Germany on schedule. 000 
Germany's customers are going to have to get hold of more dollars, or stop buil 
buying from the Anglo-American zones. As things stand, exports from Western "7 
Germany have to be paid for in dollars. But, because most European nations are his 
Short of dollars, their trade with Germany is bogging down. Orders placed last he 
year are now being cancelled. They're all waiting for Marshall Plan dollars. fron 
Being in the dollar bloc, Germany finds, doesn't solve all problems. ~ 
| The 
It's the political battle, not the economic one, that has the spot-light spec 
around the Mediterranean. The "cold war" continues to run a temperature. natu 
There's no mystery in the flurry of notes Soviet Russia is sending the U.S. ~ 
Protests, allegations, technical charges arise from an obvious fact: Arth 
The U.S. is pushing into Russia's back yard, and Moscow doesn't like it. ag 
American air power now has bases lined up from the Azores to Spain to North vine 
Africa, on into the Middle East. What U.S. doesn't have, Britain has. ong 
American arms are going as gifts to Greece and Turkey, may be sold to Iran. ee 
In addition, England has armament deals with several of the Arab states. some 
American advisers are helping to reorganize and train armies in Greece, 2 
Turkey and Iran. Elsewhere in the area, the British have similar arrangements. the ( 
Between them, Britain and America have things pretty well sewed up. ing 
But, since Iran and Turkey are Russia's southern neighbors,-it looks to Mos- ae 
cow as if the U.S. is poaching, going in for big game hunting too far from home. -_ 
On top of this, a treaty rebuff to Britain by Iraq and continued turmoil in kes 
Palestine give Russia an opportunity to put a little heat on Iran. lengit 
What happens next seems to be up to the Kremlin. The U.S. is standing pat. = 
Congress, in fact, may be asked to send more support to Greece, Turkey, Iran. ties q 
A break, a change in the "cold war" is months, maybe years, away. — 
ee U.S. NEWS-WORLD REPORT | Feat 
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MacArthur Speech and Silence That Feed Presidential Boom: 
Obstacles and Political Capital for Last General on Drafters’ List 
Reported from TOKYO and WASHINGTON 


Douglas MacArthur, conqueror and 
ruler of Japan, is the last great general 
who remains a presidential possibility. In 
that capacity, General of the Army Mac- 
Arthur also is the only continuing military 
threat to the leading politicians of the 
Republican Party, the men who want to 
nominate a party insider. 

The General is left in that position by 
the forthright withdrawal of General of 
the Army Dwight D. Eisenhower, an 
action that facilitated the MacArthur 
campaign by clearing the field but also 
raised obstacles. The obstacles lie in Gen- 
eral Eisenhower’s much quoted doubts as 
to the fitness of a military man for high 
civilian office. 

General MacArthur’s position conse- 
quently has become the subject of a 
spreading debate among both politicians 
and voters. Meanwhile, the General, far 
away from the political milling, aloofly 
governing a nation of more than 75,000,- 
000 people from the only steam-heated 
building in Tokyo, is saying nothing, and 
watching. 

So the debate is calling into question 
his own attitude toward politics. It also 
is producing much curiosity as to his 
record in Tokyo. Because little is heard 
from Japan, it is widely assumed that 
things are going smoothly there. Few are 
aware that this is not exactly the case. 
The whole situation demands a new in- 
spection of the Japanese situation, the 
nature of the MacArthur boom and its 
chances of success. 

Watchful waiting. General Mac- 
Arthur would accept the nomination if 
the Republican Convention should offer it 
to him, his friends in Tokyo are con- 
vinced. This conviction is drawn from 
day-to-day contacts with the General and 
the small chance observations that reveal 
a man’s attitude. In addition, he has had 
something to say publicly. 

In a New Year’s message to the State 
of Wisconsin, where his boom is centered, 
the General, in his usual opulent prose, 
expressed great happiness at his Wiscon- 
sin background and added: 

“For in the labyrinth of destiny’s pat- 

tern there can be no greater satisfaction 
than such as comes from the confidence 
reflected in the selection by one’s neigh- 
bors for public service—no more chal- 
lenging responsibility than lies in the 
fulfillment of their trust.” 
_ Those who know the language of poli- 
tics quickly translated the General’s sen- 
tence to mean that he would say “Yes” if 
the nomination should come his way. 
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GENERAL OF THE ARMY DOUGLAS MacARTHUR 


Saying nothing... 


Behind the boom. The MacArthur 
campaign rests upon a group of men from 
10 or a dozen States, mostly in the Mid- 
dle West. They have nothing that a poli- 
tician would call a national organization. 
So far as can be discerned, their cam- 
paign funds are meager, despite the ap- 
pearance of a “MacArthur for President” 
lapel button with the unusual feature of 
a safety catch. ° 





watching 


. . « aloofly governing .. . 


Plans are to enter the General in the 
Wisconsin preference primary of April 6, 
go to the Convention with that State’s 27 
votes as a nucleus. The plan may go 
awry, however, because Harold E. Stas- 
sen, former Governor of Minnesota, is to 
enter that primary and may be expected 
to campaign vigorously for the Wisconsin 
delegation. A plan to enter the General 
in the State of his birth, Arkansas, had 
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ACCUSTOMED TO BOWING TO AUTHORITY 
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Indiana... 
in the Heart 
of America= 

with America 
at Heart 


You couldn’t find a more thor- 

oughly American state than 
Indiana... American in its popu- 
lation, its agricultural products, its 
industries, its way of life. A place 
like that is a fine place for you to 
establish a plant—where you get 
loyal, co-operative labor, plus a 
state administration that puts no 
penalty on enterprise. No artificial 
barriers in your path...in Indiana 
everybody wants you to prosper, 
as evidenced by the State Labor- 
Management Charter, first one 
adopted in the entire nation! Lo- 
cate in Indiana, and you’re already 
half-way to first base! 
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to be abandoned. The idea was dropped 
for lack of $20,000 to pay the cost of 
holding a Republican primary in Arkansas. 

Compromise choice? But, with or 
without a backlog of pledged dele- 
gates, General MacArthur’s chances of 
nomination rest upon the prospect of a 
deadlocked Convention’s seeking a com- 
promise nominee with a wide appeal to 
the voters. : 

Expectations are that the Convention 
balloting will develop such a deadlock 
between Senator Robert A. Taft, of Ohio, 
and Governor Thomas E. Dewey of New 
York. Republican leaders want a man 
who has come up through the party. Be- 
fore turning to General MacArthur, they 
may be expected to weigh the vote-get- 
ting abilities of such men as Senator 
Arthur H. Vandenberg, of Michigan, 
Mr. Stassen, Speaker Joseph W. Martin, 
Jr., of Massachusetts, and Governor Earl] 
Warren of California. If President Tru- 
man, the Democratic candidate, ap- 
pears particularly strong at the time, 
General MacArthur’s vote-getting appeal 
as a widely known war hero would weigh 
in his favor. 

So his prospects seem to rest upon, 
first of all, a persistent Convention dead- 
lock, and the momentary status of Mr. 
Truman’s fortunes. On this basis, the 
General obviously has an outside chance, 
at best. But his supporters consider it a 
real one. 

The MacArthur backers are, in prom- 
inent part, men who were identified with 
the prewar isolationist movement, such 
as Lansing Hoyt, of Milwaukee, chair- 
man of the MacArthur campaign, who 
was active in America First. 

This factor surprises many observers, 
for General MacArthur is scarcely an iso- 
lationist. His views may account, in fact, 
for the loss of the support of Col. Robert 
R. McCormick, publisher of the Chicago 
Tribune. Colonel McCormick, after call- 
ing General MacArthur the “only world 
statesman,” noticeably cooled following 
an interview with the General in Tokyo. 

Most of the General’s followers, how- 
ever, are outspoken foes of Russia and 
Communism. The General holds unyield- 
ing views on this point. These apparently 
are sufficient to offset his internationalism 
with most of his backers. 

The General in Tokyo. General Mac- 
Arthur, as a matter of fact, regards his 
mission in Tokyo as aimed primarily at 
establishing a bulwark in the Far East 
against Communist and Russian ex- 
pansion, Japan, by the nature of things, 
he believes, must dominate the Orient; 
and as Japan goes, in the struggle be- 
tween the United States and Russia, so 
will go the Far East generally. 

So General MacArthur has sought to 
instill the principles of democracy into 
the Japanese. A new constitution forbids 


ee 
war. An election has been held in which 
all were free to vote. School textbooks 
have been cleansed of Japanese imperial- 
ist and nationalist ideas. The Emperor 
has renounced his divinity. The wealthy 
families who owned the big industries 
and were prominent war instigators have 
been stripped of their holdings, out. 
wardly at least. Officeholders who were 
identified with the old warmaking clique 
have been forbidden to hold _ political 
office again. 

All this the Japanese people, accus- 
tomed to bowing to authority, have taken 
with a smiling acquiescence. But, under. 
neath, a wave of a passive resistance has 
been noted. Orders issued through or by 
the new heads of the Government often 





JOB SEEKERS 
A picture of economic woe... 


are lost in the big and unchanged bu- 
reaucracy underneath. 

And Japan remains a picture of eco- 
nomic woe. 

Japan‘s troubles. A wild inflation is 
on, and the national debt grows daily. 
Printing presses are said to, be turning out 
some 300,000,000 yen daily. There are 
official prices, and black-market prices 
that multiply them by several times. 
Almost everything is scarce. 

Despite prospects for a bumper rice 
crop, the country still must import nearly 
20 per cent of its food. It also needs many 
tons of imported raw materials. If these 
things are to be paid for, production for 
export must increase. Though production 
has grown during the occupation, it still 
is far short of reaching an import-export 
balance. 

It has just been discovered that billions 
of dollars’ worth of raw materials have 
been hidden by Japanese politicians and 
others. Much of this hoard is in the hands 
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His tuin listens! 

a 
He never knew dictating could be so easy— 
so effortless. His Dictaphone Electronic Dic- 
tating machine sits neatly on his desk, ready 
to record at the press of a button. 

Every word—even a whisper—is caught 
and held by the magic of electronics. Ideas, 
memos, reports, correspondence—all dictated 
in record time with record ease. It’s said— 
and done! 





Her twin talks f 


Her new Electronic Transcriber is full of 





pleasant surprises. 





Three radio-like dials regulate volume, tone 
Snternaeonal and speed. A muting switch hushes all dis- 
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... @ wave of passive resistance through with perfect, echo-like clarity! 
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(This article represents the result of an 








Special Report 


=== _~—s extensive research on a problem of oyp. 
standing importance in National Affairs.) 


GROWING RISKS IN GOODS ON HAND 


Dangers that result from top- 
heavy inventories are growing. 

Stocks of goods bought at high 
prices are at a record level in dol- 
lar volume. In relation to current 
high sales, they are lower than in 
1939. But a drop in trade and 
prices can make inventories cost- 
ly to unload. 

Price dips already are occur- 
ring. If they deepen, inventory 
losses can become immense. 


Goods piled up in inventories are 
beginning again to be a cause of con- 
cern. The number of dollars com- 
mitted to carry those stocks of goods 
is immense in total, largely in bor- 
rowed dollars. If price declines, now 
occurring, persist and deepen, in- 
ventories that have appeared con- 
servative can cause trouble. 

Inventories started to be a matter of 
concern more than a year ago. At the 
start of 1947 their dollar value was about 
$35,000,000,000, or nearly double the 
1939 value. Buying for inventory slowed 
down around mid-1947. Retailers, in fact, 
reduced inventories in the second quar- 
ter to get set for what they thought was 
to be a setback in prices and in business. 

The boom, however, caught hold again, 
and carried on. Inventory buying picked 
up once more. Retailers found that they 
were forced to restock their shelves with 
goods priced higher than those that could 
have been bought earlier in the year. 
Wholesalers were in much the same posi- 
tion. New orders rose to record levels, 
industry hummed again and more dollars 
were committed to inventories at higher 
and higher price levels. 

Now inventories total about $41,500,- 
000,000, or $2,500,000,000 more than 
when buying for inventory slowed not 
many months ago. The physical volume 
of goods held by manufacturers, whole- 
salers and retailers is little if any larger 
than it was six or eight months ago. Yet 
borrowed dollars tied up in those inven- 
tories are billions more than a year ago. 

At this point, the businessman finds 
himself in a dilemma. 

If prices go up, following new wage 
increasesggmore dollars will be required 


Losses That Can Follow Decline in Prices 
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to enlarge, or even to maintain, invento- 
ries. Those inventories, in large part, are 
carried with dollars borrowed from banks. 
Yet borrowing is becoming more difficult. 
(See page 11.) And if prices go on up, 
further steps are likely to be taken by 
Covernment to tighten credit still more. 

if prices go down, on the other hand, 
losses will occur before inventories, pur- 
chased at high prices, can be sold. Once 
prices show weakness, buyers have a 
habit of backing away to see what hap- 
pens. High-priced inventories then can 
hecome a source of loss if the price de- 
cine is not reversed. 

Concern over the volume of dollars tied 
up in inventories relates to that situation. 
It is a concern that relates, too, to what 
happens to the volume of business. When 
trade slows, merchants tend to cancel or- 
ders, or hold back on new orders, as they 
sell out inventories. Wholesalers, in turn, 
cancel orders on manufacturers. As a re- 
sult, manufacturers in time reduce pro- 
duction. Then inventories of raw mate- 
tials that seemed reasonable at a high 
level of trade become very burdensome. 

Cutbacks in production, moreover, are 
accompanied by layoffs of workers. And, 
with any real increase in unemployment, 
demand for goods at the consumer level 
can take a further drop, to produce more 
inventory losses and more reductions in 
business orders. 

Inventories, at present, are being 
appraised against that background. Over 
all, the dollar value of inventories has 
risen steadily from $19,300,000,000 at 
the end of 1939 to $41,500,000,000 at 
the start of 1948. The chart on page 40 
shows the changes. 

Manufacturers are holding inven- 
tories with a total value of $24,000,000,- 
000, well over double the 1939 holdings. 
In the last year, those stocks have risen 
every month. There was a brief slowing 
in the rise, beginning in June. But a 
spurt during the last quarter put manu- 
facturers’ inventories at the start of 1948 
on a level nearly a fifth higher in dollars 
than they were a year earlier. 

Biggest increase in inventories in the 
last year, and since 1939 as well, is in 
the transportation-equipment industry— 
except automobiles. Value of materials 
now held by the makers of products such 
as freight cars, ships and planes is about 
a third larger than a year ago, and ten 
times as high as in 1939. The machinery, 
automobile and paper industries, all have 
at least three times as many dollars com- 
mitted to inventory as they had in 1939. 
All increased their holdings by at least 
a fifth in the last year. 

In relation to the volume of business 
being done by manufacturers, inventories 
still are well below prewar levels for most 
industries. Only for the makers of trans- 
portation equipment other than autos are 
stocks far above prewar levels in relation 
to shipments. But a sudden downturn 
could change that situation quickly, 
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Wholesalers have increased their 
stocks even more rapidly than manufac- 
turers during the last year. Wholesalers’ 
holdings now total $7,500,000,000, 
against $5,900,000,000 at the start of 
1947. In that year, inventory buying by 
wholesalers followed an erratic course— 
up one month, down the next. But, in 
dollars, total inventories held by whole- 
salers were a fourth larger at the end of 
the year than at the start of 1947. 

Food and clothing wholesalers in par- 
ticular have bought heavily for inventory 
in anticipation of high demand at higher 
prices. But sales have been slower to 
rise. As a result, clothing wholesalers dur- 
ing 1947 increased their stocks by more 
than half in relation to their sales. Jew- 
elry wholesalers, on the other hand, re- 
duced their holdings in relation to their 
sales. 

Retailers, since 1939, have nearly 
doubled the number of dollars that they 
have in inventories. The total volume for 
them is about $10,000,000,000, against 
$5,100,000,000 as 1939 ended. 

Those store stocks are smaller, when 
related to sales, than they were in prewar 
days. On the average, they would supply 
stores now for only 32 days at the current 
level of sales, while in 1939 retailers used 
to carry a 46-day supply, on the average. 
But a downturn in sales could mean that 
present high-cost inventories might have 
to be unloaded over a longer period than 
that, and at heavy losses for many re- 
tailers. 

How much higher the cost of those in- 
ventories has climbed is shown by new 
indexes just compiled by the U. S. Bureau 
of Labor Statistics. These indexes indi- 
cate, too, how great losses can be if sales 
and prices decline. 

Cost of carrying stocks, for a fixed 
physical volume, rose nearly 70 per cent 
for department stores between January, 
1941, and July, 1947. For the whole 
period since 1939, that rise in unit 
costs is estimated unofficially at nearly 
80 per cent. Thus, the physical volume 
of stocks carried by department stores 
has risen only a third since mid-1939, 
but it now costs nearly two and one-half 
times as many dollars to carry those 
greater stocks. 

Shoe stocks cost department stores 75 
per cent more per pair to carry last July 
than at the start of 1941. The rise was 
88 per cent for men’s wear, 50 per cent 
for home furnishings. 

Inventory Icsses that can occur with 
falling prices and sales can be magnified 
by these high prices paid for stocks. 
What happened in the boom and depres- 
sion that followed World War I, when 
millions of dollars were lost on inven- 
tories, shows what can happen with any 
real price declines now. 

After World War I, inventory inflation 
was a big factor in the 1920-21 depres- 
sion. Manufacturers and merchants over- 
stocked in expectation of higher demand 
































































.-FOR BETTER VACATIONS, BETTER LIVING! 


, Miami’s fabulous fun 
facilities are available 
for Spring and Summer 
vacations at especially 
attractive rates...in a complete range 
to fit every budget. And folks who live 
here permanently really reap golden 
dividends — working, playing, living 
out-of-doors. Sound wonderful? It is! 
Miami’s population has doubled since 
1930. If that many people have fornd 
their place in the sun, you can, too! 


--FOR GOLDEN BUSINESS OPPORTUNITIES! 


Miami’s magic is pro- 
ducing opportunities 
in every field. It’s the 
fastest growing U. S. 
metropolitan area. Manufacturing and 
distribution center for “next door” 
Latin America. Amazing agriculture. 
U. S. leader in air transport. Popula- 
tion of 400,000 - planning for 600,000 
in 1951. Spending $700,000,000 to 
build for a bright future. Going places 
~and inviting you to come along. 
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FREE COLOR BOOKLET 
Miami’s official invitation is extended 
in a big new color folder. Mail coupon 
for your copy. 
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NOW YOU CAN TELEPHONE 
TO MOST OF THE WORLD 





Nearly every nation around the globe is within reach 
of your home or office telephone. 


The rate for a three-minute call from anywhere in the 
United States to most countries is $12* or less. At night 
and on Sunday, rates are even lower to many countries. 


Charges cover only the time of actual two-way con- 
versation with the specific person you want to reach. Calls 
are easy to place. Simply say to your Long Distance operator, 
“| want to make an overseas call.” 


SOME TYPICAL OVERSEAS TELEPHONE RATES 


(3-minute week-day conversation from New York) 
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BRAZIL FINLAND CURACAO (and ARUBA) PANAMA 

CHILE ICELAND DOMINICAN REPUBLIC SALVADOR 
URUGUAY TRINIDAD 


*Plus 25% Federal Tax 
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Special Report 


and higher prices. From 1918 to 1999 
the dollar volume of inventories rose 3] 
per cent for manufacturers, 76 per cent 
for wholesalers. 

When prices broke in mid-1920, thou. 
sands of businessmen were caught with 
excessive stocks. Manufacturers saw the 
value of their ingentories drop 21 per 
cent in a year. So did retailers, Foy 
wholesalers the drop was 17 per cent, 

After World War Il, the rise in total 
business inventories has been even 
larger. In the last two years, the increase 
in dollars committed to inventory has 
been 43 per cent for manufacturers, 75 
per cent for wholesalers and 53 per cent 
for retailers. 

Total business inventories, thus, have 
increased nearly twice as much in dollar 
volume in the last two years as they did 
in the first two years after World War I, 
A part of the expansion this time re- 
sulted from the refilling of distribution 
pipe lines with civilian goods, a factor 
that was not so important after the 
earlier war. Much of it, however, has 
been the result of growing optimism and 
growing trade. The dollar total of stocks, 
at any rate, is at an all-time high. 

Any downturn from that level will be 
cushioned for those concerns that have 
held onto a large part of their high 
profits to cover future inventory losses, 
Many such concerns are in a position to 
ride out a sharp drop in prices and sales. 

Liquid reserves that could be used 
to offset inventory losses are at a high 
level for many corporations, on the basis 
of official reports. For all manufacturing 
corporations together, cash and Govern- 
ment securities alone have been holding 
above the total of current liabilities. 
Many large corporations have earmarked 
reserves large enough to cover any con- 
ceivable loss in inventories. Others have 
hidden reserves, in the form of inven- 
tories carried on their books at low 
prices. 

Thousands of concerns, however, are 
known to have small reserves, if any. 
Many, particularly small wholesalers and 
retailers, have used up their reserves and 
increased their inventories with _bor- 
rowed dollars. For these business firms, 
inventory losses that can occur with a 
downturn in prices and sales could eat up 
in a few months all the profits of the last 
year or more. 

Businessmen who had exactly that 
experience in 1920 and 1921 now are 
becoming concerned over this situa- 
tion again. They recall that the down- 
turn and losses in 1920 followed a tight- 
ening of credit, similar to the tightening 
that is occurring today. For thousands 
of manufacturers and merchants who 
are overstocked today, the prospect 
of a repetition of inventory losses is 
growing. 
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Wage demands will not be cut 
much by drop in commodity 
markets. Labor unions will re- 
quest as much, but probably will 
take less. 


> Employers, already facing high 


costs and uncertain business 


' prospects, will resist big wage 


increases. 

Strikes will not be popular 
with workers if a slump seems 
around the corner. 


Price declines, now in prospect as a 
result of a falling commodity market, 
will add a new complication to wage 
negotiations about to start between 
big business and big unions. Union 
leaders will have to take another look 
at their wage demands. Employers 
may have to revise estimates of what 
they formerly were willing to pay. 

What seems likely to happen is this: 

Unions in big industries such as steel, 
autos, coal, and electrical manufacturing 
will not trim their demands much, if any. 
| Declines on the commodity market and 
at the wholesale level will not have been 
translated into a really noticeable cut in 
the cost of living by the time spring 
wage talks begin. Union leaders will 
have to be convinced that a sharp drop 
in living costs is ahead before they 
will budge. Demands for increases of 
20 to 30 cents an hour, now being 
made, however, leave a wide margin 
for bargaining. 

Employers can be expected to show 
more resistance to wage demands than 
they would have if the prospect of a re- 
versal in the price trend had not ap- 
peared. Businesses already loaded with 
high production costs are not willingly 
going to increase those costs while facing 
the probability of price cuts. 

Strike prospects are not necessarily 
increased by the new turn in the price 
outlook. If labor leaders are convinced 
that a business setback is imminent, they 
may be willing to settle for less than they 
otherwise would have taken. Most of 
them will shy away from strikes if a re- 
cession is in the offing. On the other 
hand, some will be trying to get all they 
can before the setback begins to hurt. 
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WAGE OUTLOOK IF PRICES BREAK 


Effect of Market Decline on Pay Negotiations 





THIRD-ROUND RAISES 


Workers are getting pay increases 
of 5 to 10 cents an hour in several 
important third-round settlements ne- 
gotiated so far: These settlements 
generally are well below the demands 
made by the unions. In a few cases, 
the raises are above 10 cents. Samples 
of settlements, covering portions of 
scattered industries, are as follows: 


Cotton textile, South 
Cotton textile, North 


82 cents 
10% cents 


Woolen textile, North 15 cents 
Men’s clothing 12% cents 
Women’s clothing 5 cents 
Meat packing (AFL) 9 cents 
Telegraph 8 cents 
West Coast long- 

shoremen 8 cents 











Wage settlements already reached, 
granting third-round increases, are not 
giving labor leaders much cause for cele- 
bration. These settlements, made before 
the break in the commodity market, were 
running 5 to 10 cents an hour. A few 
sample increases are listed in the table 
on this page. The recent raises compare 
with the 18%-cent pattern of the first 
postwar round and the 15-cent pattern 
of the second round. 








MEAT CUTTER 
... some settled, some held out for more 


Demands in most cases have been 
considerably higher than settlement fig- 
ures. Up to now, union leaders usually 
have been willing to settle for about 
half of what they had asked. 

Smaller industries, for the most part 
are involved in these settlements. Hence, 
increases won thus far are not necessarily 
setting a pattern for larger industries. 

Both AFL and CIO unions are taking 
these smaller settlements. Rival groups in 
textiles are getting about the same 
amounts. AFL unions accepted 8 cents 
from Western Union. CIO Longshoremen 
got 8 cents from an arbitration award. In 
the meat-packing industry, however, an 
AFL settlement for 8 cents did not satisfy 
the rival CIO union, which was demand- 
ing a 29-cent raise, and brought a threat 
of a CIO strike. 

The outlook, industry by industry, 
is as follows: 

Soft coal. Preliminary moves by John 
L. Lewis may be leading to a threat of a 
strike on April 1. The Government pre- 
sumably would try to delay the walkout 
for 80 days under injunction powers 
granted by the Taft-Hartley Act. (For 
more on this see page 45.) 

Electrical equipment. A deadline of 
April 1 has been fixed by the CIO’s Elec- 
trical Workers for negotiations with West- 
inghouse Electric Corp. The CIO served 
notice of termination of its contract on 
that date. Contracts with other manufac- 
turers of electrical equipment probably 
will be negotiated at about the same 
time. This union did not name a specific 
wage in its notice, but it is expected to 
ask raises of 25 to 30 cents an hour. 

Steel. Demands to be filed by CIO’s 
Steelworkers are to be drafted at meet- 
ings of union leaders February 16 and 18. 
Negotiations are scheduled to take place 
in April under the CIO’s contract, which 
prohibits strikes this year. 

Rubber. CIO’s United Rubber Work- 
ers also are preparing to reopen their 
wage contracts. Employers may force the 
union to negotiate separately with each 
firm this year, in contrast to the joint 
negotiations held last year. 

Oil. A*wage-policy committee of the 
CIO’s Oil Workers has scheduled a meet- 
ing this week to formulate pay demands. 

Metal mining. Demands to be filed 
by the CIO’s Mine, Mill and Smelter 
Workers are due to be drafted Febru- 
ary 16. 

Autos. CIO Auto Workers are prepar- 
ing to open negotiations ingg weeks 
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with General Motors Corp. and Chrysler 
Corp. A total “package” demand of 30 
cents is involved in this industry, includ- 
ing straight pay increase plus fringe items 
such as pensions and health insurance 
benefits. 


NEXT ROUND IN FIGHT 
OVER ‘CLOSED SHOP’ 


Unions are not giving up the “closed 
shop” without a struggle. They are trying 
to force employers to hire only union 
workers, despite a prayvision of the Taft- 
Hartley Act prohibiting the practice. 
This struggle now is approaching a show- 
down that is to affect many firms in in- 
dustries where “closed shops” prevail. 

The showdown is coming in the 
newspaper industry, where the American 
Federation of Labor’s International Typo- 
graphical Union is out to save the “closed 
shop” agreements that have been tradi- 
tional in the industry. The ITU’s biggest 
test came in its long and costly strike 
against Chicago newspapers. As a result 
of this dispute, the General Counsel of 
the National Labor Relations Board has 


charged the ITU with violating the Taft- . 


Hartley law, and has asked a court for an 
injunction prohibiting the union from 
striking and from trying to coerce pub- 
lishers into continuing the “closed shop.” 

What is happening in the news- 
paper industry thus is of importance to 
employers and workers in many other in- 
dustries where unions have had the 
“closed shop” and are trying to keep it. 

Strikes against the Chicago news- 
papers, beginning last November 24, have 
failed to stop publication. Typewritten 
copy and a photoengraving process have 
been substituted for the typesetting for- 
merly done by ITU members. The Chi- 
cago publishers, and those involved in 
several ITU strikes in smaller cities, have 
refused to continue the “closed shop” by 
either formal or informal agreement. 

Settlements, on the other hand, are 
being reached without strikes in many 
newspaper plants. The ITU reports that 
more than 450 settlements have been 
made with newspapers and commercial 
printing establishments since August 22, 
when the ban on “closed shop” contracts 
became effective. 

Many of the settlements consisted of 
“understandings” that wage increases 
would be granted. The union says the 
“closed shop” was not granted in these 
cases. In some other settlements, the 
union or the employer posted “conditions 
of employment” in lieu of a signed con- 
tract. Union officials contend that none 
of the settlements violates the Taft-Hart- 
ley Act. At the same time, they insist that 
ITU members will not work with non- 
union pa 


Ad 





—Black Star 


ALL OR NOTHING ... 
Linotypers are out to save the ‘“‘closed shop’ they’ve had for years 
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. VERSUS HALF A LOAF 
Carpenters may convert from ‘‘closed shop’ to ‘‘union shop’ 


Thus, where understandings are being 
reached, the union apparently expects to 
continue the “closed shop” conditions re- 
gardless of whether the employer gives 
private assurances on this point to union 
officials. Any printing company that 
sought to hire nonunion printers prob- 
ably would have a strike on its hands. 
There would be no contract to prevent a 
walkout. All this raises the question at 
NLRB whether union “conditions of em- 
ployment” actually are any different from 
the outlawed “closed shop.” 

These settlements are temporary, in any 
event. Both sides will be governed in 
their future relations by the outcome of 
test cases before the courts and the 
NLRB. 

The injunction asked by NLRB Gen- 
eral Counsel Robert N. Denham sought 
to restrain the national officers of the ITU 
from calling strikes to force employers to 
grant “closed shops.” Mr. Denham’s peti- 
tion to the federal court in Indianapolis 
also sought to restrain the ITU from other 
practices, such as slowdowns, feather- 


bedding practices or the posting of condi- 
tions of employment as substitutes for 
contracts. The injunction requested would 
cover about 800 newspapers, including 
those in Chicago, represented in the 
American Newspaper Publishers’ Asso- 
ciation. 

A hearing on the injunction request 
was scheduled for this week. Mr. Den- 
ham asked that the restraining order be 
placed in effect until the NLRB decides 
the case involving the ITU. 

The complaint by NLRB’s General 
Counsel against the ITU, accusing the 
union of violating the Taft-Hartley Act. 
now is before a trial examiner. The ex- 
aminer, when the hearings are completed, 
will make recommendations to the full 
Board in Washington. The Board’s deci- 
sion, when it comes, can be enforced by 
court order. . 

The Supreme Court probably will 
have to decide the controversial questions 
involved, including the ban on the “closed 
shop.” It may be many months before the 
High Court has an opportunity to rule on 
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this issue. Until then, employers in 
many industries are likely to continue 
to receive union demands for retention 
of “closed shop” conditions on an in- 
formal basis. 

Informal ‘closed shops,” however, 
may bring trouble to both employers and 
unions, according to Mr. Denham. The 
NLRB Counsel says he has been asked 
“many times” why it is not possible to 
renew existing “closed shop” contracts as 
they expire. He has replied that such 
actions inevitably would lead to trouble. 

Employers can be charged with un- 
fair labor practices under the new law, if 
they attempt to carry out the terms of 
“dosed shop” contracts signed, or re- 
newed, since August 22. For example, if 
a union asks that a worker be fired for 
failure to pay dues, and the employer 
complies, the NLRB can order the 
worker reinstated, with back pay. This 
is the position taken by NLRB Counsel 
Denham. 

Unions, on the other hand, may be re- 
quired by NLRB to pay some of the back 
wages, in cases where illegal contracts 
are operating. Also, unions may be en- 
dangering their bargaining rights. Mr. 
Denham thinks the NLRB might find that 
such contracts violate a clause prohibit- 
ing employers from dominating unions or 
giving them special support. In a case of 
that kind, a union might be deprived of 
its bargaining rights. 

A way out of these legal difficulties 
is being sought by other unions. The AFL 
building trades unions, for example, are 
trying to work out a plan for converting 
their traditional “closed shop” into a 
“union shop.” The “union shop,” which 
permits the hiring of nonunion workers 
on condition that they join the union 
within 30 days, is permitted by the Taft- 
Hartley Act. However, the Act requires 
approval by a majority of workers before 
a “union shop” can be established. 


MR. LEWIS‘S BASIS 
FOR STRIKE THREAT 


The stage now is being set for the 
annual coal-strike crisis. John L. Lewis 
is starting the preliminary moves that 
could bring a threat of a walkout on 
April 1. 

Mr. Lewis’s strategy appears to be 
shaping up something like this: 

A pension plan for retired coal min- 
ers is to be the big issue in this year’s 
talks between United Mine Workers and 
the soft-coal industry. Mr. Lewis also 
will want a pay raise, but his major de- 
mand is expected to be increased royal- 
ties for his welfare fund, to finance $100- 
a-‘month pensions. 

Coal operators are balking at this 
higher royalty. Steel firms owning coal 
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The best efforts of America’s best craftsmen 


You get the full benefit of a 
tremendous backlog of mutual 
respect and good will between 
management and labor, built up 
through a century and a half of 
manufacturing, when you “make 


it in Massachusetts”. 


Organizational troubles and 
other ‘‘symptoms of adjustment’ 
are outmoded here, where labor 
long ago learned the value of 
sincere effort and full cooperation 
-..and where management has 
learned the value of consistently 
seeking out and removing the 
causes of friction and misunder- 
standing. Between 1939 and 
1946, fewer man-days per em- 


ployee were lost through industrial 


disputes in the state of Massa- 
chusetts than in any of the ten 
leading industrial states. 

And as to skill... Massachusetts 
workers are true Yankee Crafts- 
men with whom quality of work- 
manship is a prideful tradition. 





Massachusetts also backs up your enfere 
prise with the world’s greatest concentra- 
tion of research facilities and profitable 
location in a great mass market. For further 
information, write for “An Open Book” — 
50 pages of facts and figures. Massa- 
chusetts Develop- 
ment and Indus- 
trial Commission, 
$-Rm. 407U, State - 
House, Boston, 


Massachusetts. 








Only. MASSACHUSETTS Gives You All Three: 


1. SKILLED, COOPERATIVE LABOR 
2. UNEQUALLED RESEARCH FACILITIES 
<& > 3. CLOSENESS TO MAJOR MARKETS 
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mines are reported to be objecting to the 
pension idea because they fear CIO 








Steelworkers will then insist on a simi- 
lar program. 
Mr. Lewis contends that the welfare 


fund can be employed for pension pur- 
poses, but in five months of discussion has 
been unable to convince the other trus- 
tees of the fund. The neutral trustee. 
Thomas E. Murray of New York, resigned 
because he felt that Mr. Lewis and Ezra 
Van Horn, the operators’ representative, 
were hopelessly deadlocked. 

A warning then was issued by Mr. 
Lewis to the coal operators. He advised 
them, in a letter, that an “unresolved dis- 
pute” was preventing fulfillment of the 
existing UMW contract with the industry. 
He reserved the right to take “independ- 
ent action.” This letter probably could be 
cited later by Mr. Lewis as a formal no- 
tice of intent to terminate his contract 
under the Taft-Hartley Act. 

The next step in the Taft-Hartley 
procedure would require Mr. Lewis to 





—Harris & Ewing 
HE WOULDN’‘T CONTINUE 
Ex-Trustee Murray of miners’ fund 


serve notice upon the Federal Mediation 
and Conciliation Service about March 1, 
assuming that the dispute still is unset- 
tled. This would pave the way for terml- 
nating his agreement about Aprif 1. 

An _ injunction, however, probably 
would be sought by the Government. A 
court might enjoin Mr. Lewis from call- 
ing a strike for another 80 days, while 
mediation efforts continued. What the 
coal miners will be likely to do if an 
injunction is issued remains a_ big 
question. ia 

A compromise, short of a strike, is 
still a possibility, however. Mr. Lewis 
may be willing, in the end, to accept pen 
sions of less than $100 a month. 
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Finance Week 
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EXPECTED PARING OF TAX-CUT BILL 


Senate View That House Plan Is Too Costly 


Tax cuts that become law next 
spring will not be as generous as 
cuts promised by House bill. 

That bill would cost $6,500,- 
000,000 a year in federal in- 
come. Senators are not sure 
budget permits such tax cuts. 

Income splitting is almost cer- 
tain to stay in final bill. So are 
higher exemptions. Percentage 
tax cuts are likely, but not on 
scale approved by House. 


The $6,500,000,000 tax bill just 
passed by the House is to be rewritten 
and scaled down in the Senate. The 
federal budget outlook makes that al- 
most certain. 

Senate leaders are thinking in terms of 
a $4,000,000,000 to $4,500,000,000 tax- 
cut bill. They are not sure the Govern- 
ment can take a bigger revenue loss with- 


out crippling the debt-retirement pro- 


gram, 

Congress’s budget, drafted by the 
Joint Committee on the Legislative 
Budget, sets up these goals for the year 
beginning next July 1: 

Spending is placed at $37,200,000,- 
000, This assumes that Congress will find 
ways of cutting $2,468,000,000 from Mr. 
Truman’s budget. Earlier, there had been 
talk in Congress of saving as much as 
$4,000,000,000 or $5,000,000,000. 

Income, at present tax rates, is’ fig- 
ured at $47,300,000,000. That is $2,823,- 
000,000 more than Mr. Truman’s estimate. 

Surplus, by these congressional fig- 
ures, would be $10,100,000,000. 

Debt cut would take at least $2,600,- 
000,000. Congress is to adopt that figure 
as a minimum for debt retirement. 

Tax cut, on that basis, could be as 
much as $7,500,000,000 a year. 

On the surface, these figures would 
indicate that the budget offers plenty of 
leeway for the House tax plan, with 
around $1,000,000,000 to spare. 

_The catch is that tax leaders in the 
Senate are not so sure that Congress's 
budget will stand up. They think it might 
turn out to be a little too optimistic, both 
on spending and on income. 

On the spending side, they can 
readily name places where Mr. Truman’s 


budget can be cut by $2,000,000,000 to 
$2,500,000,000. The fear is that new pro- 
grams will come along to offset these cuts, 

That is what happened this fiscal year. 
For the year ending next June 30, Mr. 
Truman originally submitted a budget 
that called for spending $37,528,000,000. 
Congress split on whether to reduce that 
to $31,500,000,000 or to $33,000,000,- 
000, and never got together. Appropria- 
tions for items in that budget were 
reduced substantially, but other things 
arose to offset those reductions. The result 
is that the Government, by latest official 
forecasts, is spending $37,728,000,000 


Mr. Truman assumes personal incomes 
totaling $195,000,000,000, and arrives at 
a revenue estimate of $44,477,000,000. 
The Joint Committee assumes personal 
incomes of $209,000,000,000, and arrives 
at a revenue estimate of $47,300,000,000. 

The congressional Committee, thus, 
allows for no real business setback during 
this calendar year. Annual rate of per- 
sonal incomes reached an all-time high 
of $205,000,000,000 during the last quar- 
ter of 1947. The Committee assumes a 
rate of $212,000,000,000 for the first half 
of calendar 1948, and $205,000,000,000 
for the second half. 
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EMPHASIS ON BUDGET CUTTING 
Chairman Taber of the House Appropriations Committee 


for the year, which is $200,000,000 more 
than Mr. Truman estimated in the first 
place. 

To many Republicans, the $2,468,000,- 
000 spending cut for next year looks con- 
servative. Representative Taber (Rep.), 
of New York, chairman of the House Ap- 
propriations Committee, insists there is 
room for a $4,000,000,000 reduction. 

On the income side, there are other 
uncertainties. What happens to wages, 
profits and prices during this calendar 
year is a question. Revenue during the 
fiscal year beginning July 1 depends 
largely upon 1948 calendar-year incomes. 


Personal income levels also affect the 
revenue cost of cutting taxes. The cost of 
the House tax bill originally was esti- 
mated at $5,600,000,000. Now, with 
higher personal income estimates, it is 
placed at $6,500,000,000. 

A severe business slump during 1948 
could upset the whole calculation on Gov- 
ernment income and outgo. A recession 
would drive revenues down. At the same 
time, some expenditures—for such things 
as veterans’ payments, public works and 
farm price support—might rise sharply. 

These are the factors beneath the sur- 
face of Congress’s budgg at give 
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Not exactly gold perhaps, but for in- 
dustries located in Valdosta, there's a 
wealth of profit in the nearby eastern 
and southern markets. 

For manufacturers of soap, wood chem- 


icals, paints and varnishes, of light 
metal, wood, tobacco, and food products, 
and sewing industries. Valdosta is liter- 
ally teeming with opportunity. 

Unlimited supplies of raw materials 
are available. Labor is plentiful and 
easily taught. Transportation is excel- 
lent. And as for pleasant living — Val- 
dosta is at the center of a great hunting 
and fishing country — where life is easy 
and gracious. 


Facts and figures supplied on request to 


U. E. Smith, Secretary 


bo Believers in Valdosta 


Chamber of Commerce Bidg., Valdosta, Georgia 
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GLASS PARTS? 


F you need help on an _ industrial 
glass application to get your product 
from the drawing board into production 
-give Dunbar’s custom moulding serv- 
ice a try. America’s most versatile glass 
plant will meet your requirements for 
special design on hand-blown or pressed 
glass for precision applications at a 
minimum of mould cost; and on semi- 
automatic or fully automatic machines 
for top production at lowest cost ... in 
crystal or heat-resisting glass. Dunbar 
work with your product 
designers to help solve 
2 your toughest prob- 
“S lems. Just send us 
) your requirements. 
Dunbar Glass Corp., 
/ Dept. U-4, Dunbar, 
@ W. Virginia. Est. 1911 
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the Senate pause about a $6,500,000,000 
tax reduction. 

A smaller tax cut, $4,000,000,000 
to $4,500,000,000, is likely to be the final 
answer. Such a reduction probably could 
get enough Senate votes to override an 
expected veto. The $6,500,000,000 cut, 
which the House passed by a vote of 297 
to 120, might fall short of the necessary 
two thirds in the Senate. The bill, as it 
finally goes to the White House, is ex- 
pected to be along these lines: 

Income splitting between husband 
and wife for tax purposes is almost sure 
to get a place in the final bill. This 
tax-saving privilege already is enjoyed by 
married couples in the 12 community- 
property States. Principal benefit here 
would go to taxpayers in the middle and 
upper income groups. 

Estate taxes and gift taxes probably 
will be revised to give better tax treat- 
ment to transfers of property between 
husband and wife. 

Personal exemptions are probably 
to be raised from $500 to $600, as pro- 
posed by the House bill. This appeals 
mainly to low-income taxpayers, about 
6,000,000 of whom would be dropped 
from the rolls. 

This much of the tax plan likely to be 
favored by the Senate is in the House 
bill. Revenue cost would be a little less 
than $3,000,000,000 a year. 

Percentage cuts affecting all tax- 
payers are to be expected in the final bill. 
Both Senator Millikin, of Colorado, Re- 
publican chairman of the Senate Finance 
Committee, and Senator George, of 
Georgia, the former Democratic chair- 


man, will insist on that. Under the 


House plan, which the Senate considers 
too costly, there would be flat reductions 
ranging from 30 per cent in the lowest 
brackets to 10 per cent on taxable in- 
comes above $4,000. 

What the Senate is more likely to favor 





es 


is a flat reduction of 2 percentage points 
in each surtax bracket. This would fayo; 
taxpayers having low incomes. A 20 per 
cent rate would be cut to 18 per cent, g 
reduction of 10 per cent. An 80 per cent 
rate would be cut to 78 per cent, a reduc. 
tion of 2% per cent. 

With such a percentage reduction, the 


revenue cost of the whole four-point tax | 


plan would be less than $4,500,000,000 
a year, At that level, it would be wel] 
within the promised budget surplus, 

Alternatives that are being sug- 
gested to reduce the revenue cost of the 
House bill include these: 

A delay in the effective date of 
the bill from Jan. 1, 1948, to July 1, 
This would permit the Government 
to go into the new fiscal year with a 
bigger surplus. However, the Treas- 
ury would oppose a tax change in 
the middle of the calendar year, 

Smaller percentage cuts than those 
proposed by the House bill. One idea 
is to range cuts from 15 per cent 
down to 5 per cent, just half the 
reductions of the House plan. 

A smaller increase in personal ex- 
emptions, say from $500 to $550. 
This is not expected to get much 
support in an election year. 

When tax cuts come, the chances 
are strong that they will be dated back 
to Jan. 1, 1948. However, it is not likely 
that the bill will become law in time to 
affect their first 1948 quarterly payments, 
Those who overpay on March 15 can ad- 
just their payments for the last three 
quarters of the year. Persons whose taxes 
are withheld can claim refunds after the 
tax year ends. 

The Senate is not to be hurried about 
voting tax cuts. Senator Millikin and 
other tax leaders want a better line on 
the budget before writing off any reve- 
nue. But, tax reductions on 1948 income 
are almost sure to become law. 





” Harris & Ewing 


BIPARTISAN HARMONY ON TAX CUTS 
Senator George and Chairman Millikin of the Senate Finance Committee 
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Large outdoor tiled swimming pools . . . spacious public lounges .. . light, airy dining rooms u ith roll-back domes . . . attractive clubs with fine orchestras 


every room outside, each with private bath ... Dorothy Gray Beauty Salons... features of the Santa Rosa and Santa Paula 


12-DAY DE LUXE CRUISES on the splendid Santa Rosa and Santa Paula, specially built for tropical 
cruising . . . visiting Curacao, a little bit of old Holland set down in the Caribbean, famous for its 
fascinating shops . . . La Guaira, port for Caracas, Venezuela's picturesque capital, and starting point 
of “The Grand Tour of the Andes” . .. Puerto Cabello . . . Cartagena, Colombia, oldest walled city in 
the western hemisphere and one of the leading 16th century “Treasure Ports” of the conquistadores. 
Sailings from New York every Friday. 

16 TO 18 DAY "CASUAL CRUISES” to Cartagena and Barranquilla, Colombia, and Maracaibo, 
Venezuela, by new, air-conditioned cargo-passenger “Santas” . . . all outside rooms, each with private 


bath... outdoor tiled swimming pools... verandah cafes ... weekly sailings from New York. 
£] , £ 


Consult your travel agent or 


GRACE LINE 


10 Hanover Square, New York—Agents and offices in all principal cities 


oes MOOERRN ‘*‘SANTASS* SERVE THE AMERICAS 
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Pat. No. 2,429,532 




















@ All steel yet 145 Ibs. lighter. 

@ Weighs only 320 Ibs. including 60-Ib. mounting 
channel. 

@ Full 36” wide, more bearing surface. 

@ Torsional rubber mounted to tilt rearwardly. 
(Pat. pending) 


@ Rubber bearings resiliently resist and absorb shock. 





Eliminates tendency to “telegraph’” noise to driver. 
Greater increased driver comfort. 

Tails always in down position when uncoupled. 
Improved ‘‘Duo-Lock” positive locking. (Patented) 
34" bearing contact between each cam and kingpin 
23 fewer parts—9 fewer moving parts. 

Greatest value at lowest cost. 


Write for Complete Facts 


HIGHWAY TRAILER COMPANY 
General Offices, Edgerton, Wisconsin Factories at: Edgerton and Stoughton, Wisconsin 
¢ Winches and other Public Utility Equipment 


TRAILER 


Commercial Truck Trailers * 


Earth Boring Machines 
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“HOW YOU CAN 


It is time again for taxpayers to start 
gguring their final tax on 1947 income. 
March 15 is the deadline both for esti- 
mating 1948 tax and for making the final 
calculation and payment of 1947 tax 
where that has not already been done. 

Savings are possible for many taxpay- 
ers in permitted deductions from income 
for tax purposes. Sometimes even the 
simpler deductions are overlooked by 
taxpayers in making out their returns. 
This can mean considerable loss of tax 
savings permitted by law. 

Deductions from income for tax pur- 
poses are allowed every taxpayer up to 
10 per cent of income, where income 
before exemptions does not exceed 
$5,000; where income is above $5,000, 
4 standard deduction of $500 can be 
taken. If a taxpayer’s deductions amount 
to more than that, he must itemize the 
sums deducted to get full benefit, and 
must be prepared to justify all those 
deductions. 

The possibilities for tax savings in this 
field were emphasized not long ago 
when it was shown that some taxpayers 
were deducting large amounts from tax- 
able income for entertainment of Gov- 
ernment officials. Recently, too, it was 
reported that General of the Army 
Dwight D. Eisenhower might sell all 
rights to his forthcoming memoirs on a 
basis that would permit the resulting re- 
turn to be taxed as a capital gain—paying 
a maximum 25 per cent tax—instead of 
as straight income calling for a much 
larger tax. Other ways of saving taxes, 
by spreading income over several years, 
are available to certain groups of tax- 
payers. 


Are permitted deductions itemized for 
the taxpayer? 





No. A taxpayer is told by his income 
tax instruction sheet that he can deduct 
contributions to his church and to cer- 
tain charitable and educational organi- 
zations, up to 15 per cent of the income 
reported on his tax form. He also is told 
that he can deduct taxes on real estate, 
interest paid on a debt, either personal 
or business, certain medical expenses, 
etc. But deductions are not spelled out 
in detail. 


When can entertainment expenses be 
deducted? 


A taxpayer must show that his entertain- 








ment is an ordinary and necessary busi- 
ness expense, to be entitled to a tax 
deduction—that is, where the entertain- 
ment is part of his job or trade or busi- 
ness, and where it is not taken care of 
by his employer. Tax agents are likely to 
check entertainment deductions closely 
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Weve Been Askeels 
SAVE ON TAXES 


to determine if they are reasonable, ordi- 
nary and necessary, and not merely social 
activities. They often require proof. 


Where approved as a tax deduction, a 
business expense might range from a $1 
meal for a prospective client to a 1,000- 
mile trip for a dozen persons, or from 
a trip to the movies to an evening’s enter- 
tainment at a theater, a night club, or at 
home. An expense that is helpful to a 
taxpayer's business or job often is con- 
sidered necessary, regardless of whether 
it is absolutely essential. 


What about club dues? 


Sometimes they can be deducted, and 


sometimes not. Here, too, the test is the 
relation of club membership to a tax- 
payer's job or business. Tax agents might 
consider club dues deductible for one 
member, but not for another member of 
the same club. This would be because 
one joined for business associations and 
connections, the other for purely social 
activities. 


Are travel expenses deductible? 

A taxpayer usually can deduct reasonable 
and necessary traveling expenses while 
away from home on a business trip or 
a trip to look after income-producing 
investments. Such deductible expenses 
cover transportation, hotels and meals, 
as well as tips, taxis and other necessary 
expenditures. Travel expenses also can 
be deducted for the cost of attending 
business or professional conventions. But 
the courts have consistently refused to 
approve tax deductions for commutation 
travel between home and work, whether 
the distance is three blocks or 300 miles. 


How about the cost of a car? 

A car must be used for business, for a 
taxpayer to get a deduction. This does 
not mean just to go to and from work. 
Where a taxpayer has two automobiles 
—one being used for business purposes 
and the other for personal driving—he 
can take a tax deduction for the cost of 
operating the business car. That covers 
the cost of gasoline and oil, repairs, ga- 
rage rental, chauffeur wages, and even 
depreciation. Where a car is used partly 
for pleasure and partly for business a 
deduction can be taken for the share of 
the cost attributed to business. 


Can the tax on a new car be 
deducted? 

Not by the buyer. This is a tax on the 

manufacturer, and is paid only indirectly 

by the buyer. On the other hand, State 

gasoline taxes usually can be deducted if 

paid directly by buyers. The general rule 
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| i Have salesman call. 
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cive Aulopotnt 


IMPRINTED 
INDEX! 


This is the new good will 
builder you’ve been look- 
ing for... the useful, hand- 
some, efficient quick-refer- 
ence filing system that will ; td 
give years of time and en- (se 
ergy-saving performance. Single-Action Key 

With easy finger-tip con- Opens Index Quickly 
trol, you just press one key, 
and the “‘Autopoint” Index 
flips back smoothly—right 
to the alphabetical page on 
which to enter names, ad- 
dresses, phone numbers 
and other vital information. 

The 4” x 5” index cards 
can be removed easily and 
reinserted in a matter of 
seconds. 100 extra 3” x 5” 
loose sheets for memo 
writing in base. 

You have your choice of 
black or walnut. With your 
name, slogan or sales mes- 
sage imprinted, the ‘“‘Auto- 
point” Index is a constant 
reminder. Retails at $4.00. 
Mail coupon for catalog 
and quantity prices. 


AUTOPOINT COMPANY 
Dept. USN-2, 1801 Foster Ave. 
Chicago 40, Ill. 

















Vital Information 
at Your Finger-Tips 
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Simple Index Card 
Removal 


Precision-Built by the Makers of “‘Autopoint” Pencils 


**Autopoint’’ is a trademark of Autopoint Company 
—— ———— 


Autopoint Company | 
Dept. USN-2, 1801 Foster Ave., Chicago 40, III. 

Please send catalog and quantity prices on “Auto- 
point" INDEX and other “Autopoint” business gifts. | 
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This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Shares. The offer is made only by the Prospectus. 
This is published on behalf of only such of the undersigned as 
may legally offer these Shares in compliance with 
the securities laws of the respective States 





150,000 Shares 


Philadelphia Electric Company 
4.3% Preferred Stock 


(Par Value $100 per Share) 


Price $100 a Share 


and accrued dividends 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
HARRIMAN RIPLEY & CO. 


Incorporated 


KIDDER, PEABODY & CO. 


SMITH, BARNEY & CO. 

THE FIRST BOSTON CORPORATION 
BLYTH & CO., INC. GLORE, FORGAN & CO. 

W.C. LANGLEY & CO. MERRILL LYNCH, PIERCE, FENNER & BEANE 

STONE & WEBSTER SECURITIES CORPORATION 


February 5, 19j8 























| Notice of change of address should 
be sent not less than two weeks 
prior to the date change becomes 
effective. Send the address at 
which copies are now being re- 
| ceived and the new address at 
| which you wish to receive copies. 


For Private Obtices |CHANGES OF ADDRESS 


\ SAVES TIME 


U. S. News-World Report 


Circulation Department 


SAVES EFFORT | 435 Parker Ave., Dayton 1, Ohio 
| Saves COSTS \— | 





*Patented 


Saves 40% Floor Space! 
Revolutionary Rock-a-File features 
“‘rocking’’ compartments that open 
sideways making entire contents in- 
stantly available! Compartments 
open and close effortlessly at finger 
touch, and project only slightly 
when open. Provides faster, more 
convenient filing in less than two 


. they'll tell you that it’s 
thirds the usual floor space. Letter ! H 
and legal sizes available in choice 


of popular finishes. | $T. MORITZ 


Write for details and name of ol noma. i ee -y-N-0 4 


nearest dealer | N E Ww Ze) R K 
Rockwell-Barnes Company Personal Direction: $. Gregory Taylor 


35 East Wacker Drive + Chicago 1, Illinois 
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We've Been Asked: 
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is that federal excise and income taxes 
cannot be deducted on federal income 
tax returns. But many direct State and 
local taxes, such as those on incomes 
property and sales, can be deducted, — 
When can _ medical 
deducted? 

A taxpayer can deduct medical expenses 
only if they exceed 5 per cent of his 
adjusted gross income. Maximum deduce. 
tion for a person without dependents jg 
$1,250, and $2,500 for one with depend. 
ents. But medical expenses can cover 
many things in addition to fees of doctors 
and hospitals—such as eyeglasses, false 
teeth, hearing aids, medical supplies, 
wheelchairs, crutches and artificial limbs, 
Medical expenses are deductible in the 
year paid. Payments received trom health 
insurance must be deducted from medi- 
cal expenses claimed on tax returns, 


expenses be 


What about fire or storm losses? 

Tax deductions often are allowed for 
property losses resulting from fire, storm, 
shipwreck and other casualties and from 
theft. This might involve damage to a 
home, furniture, automobile or clothing, 
It might involve destruction or damage 
to fruit trees or shrubbery resulting from 
freezing, lightning, flood or hurricane, 
but not such damage resulting from in- 
sects or plant disease. Bursting water 
pipes often cause deductible losses, But 
deductions are not allowed tor such 
things as damage caused by termites, loss 
of furniture or other property while being 
moved, or accidental loss of jewelry. 


Suppose a person receives a lump- 
sum payment for several years’ 
work: Can he reduce his tax? 

Yes. The law provides that, where a per- 
son receives in one year 80 per cent or 
more of the total pay for personal services 
covering a period of 36 months or more, 
he may spread this income over the years 
involved, for tax purposes. This usually 
would have the effect of lowering the tax 
in the year payment was made. Such 
spreading of lump income sometimes is 
done by lawyers, architects, engineers 
and occasionally by doctors. A_ similar 
method of spreading income can be used 
by writers, sculptors, composers and it- 
ventors. 


Authors also can save taxes sometimes by 
selling full rights to their copyrights and 
treating the amounts received as capital 
gains, rather than as ordinary income. 
Where a large amount is involved, the 
capital-gains tax rate probably would be 
lower than the full income tax rate. The 
author of a book, however, cannot use 
this method unless he relinquishes all 
future claims under his copyright—includ- 
ing royalties and serial and movie rights. 
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Trend of American Business 
























































LL, 
ne taxes — ms 
| income 
tate and 24th and N Streets, N.W. 
incomes, Washington, D. C. 
icted, 
ian Business volume probably will hold at a high level for a few more months. 
The boom, even if turned, has momentum enough to support activity for a while. 
expenses Backlog of orders is large and will take months to fill, even if some are: 
t of his cancelled. Manufacturers have a record dollar volume of new orders for goods. 
1 deduc. Construction starts also are numerous and will be carried to completion. 
idents is Business investment in new equipment will continue until present projects 
— are completed. New plans for expansion, however, may be delayed or dropped. 
F doctors Exports, although down from 1947 peaks, are high by any other measure. 
es, false Government spending for goods and services is not to drop this year. 
supplies, Consumer spending will hold up until people begin to lose their jobs. 
al limbs, These supports to business activity won't break overnight, even if there 
La are signs that commodity prices have passed their peak and are on the downgrade. 
m medi- 
urns, What is obvious is that inflation is wearing thin, is losing vitality. 
Industrial production has been close to capacity for months, cannot go very 
ses? much higher. Almost all the apparent gain in last year's boom was a price gain. 
wed for People simply were spending more for about the same volume of goods. 
Pye. Now that situation shows signs of changing. Prices are being adjusted. 
ge toa The question now is whether price drops will bring production drops, too. 
clothing, 
damage There are some signs that the turning point may have come last month. 
ng from Department-store trade took a sharp drop in January, more than seasonal. 
on New contracts for construction sagged rather deeply late in the month. That 
> water may be a sign of a drop in building activity later in the current year. 
ses, But Imports are showing a rise. That's a sign of more goods, lower prices. 
or such Exports declined a bit. A narrower export-import gap is deflationary. 
Hos Commodity prices have displayed some weaknesses for a month. That has been~ 
“ 8 particularly true of farm commodities. Industrial materials may follow. 
i Price breaks in farm commodities have been very sharp in the last week. 
lump- That might jar confidence in the price structure. When prices sag, buyers tend 
years’ to hold back purchases in the expectation of still lower prices to come. 
x? It's a reversal of the inflationary process. In inflations, money chases 
por: goods and sends prices up. In deflations, money backs away and prices go down. 
services 
yr more, Money and credit trends also display some deflationary tendencies. 
1€ years Bank loans declined the last week in January. That ran against a 6-month 
usually trend. Banks that report each week reduced business loans by $34,000,000. 
es Housing loans are harder to get. Congressmen are hearing that banks are 
imes is not buying veterans' mortgages under Title 6 of Housing Act. They evidently 
\gineers prefer tax-exempt municipal bonds to mortgages guaranteed by the Government. 
similar Business borrowers also report a cooling attitude by bankers. Only prime 
be used risks are welcomed. Less credit-worthy borrowers often are being turned down. 
and in- If deflation should obviously get the upper hand, bank credit will become 
Still tighter. Bankers don't like to loan when deficits threaten business. 
mes by 
hts and Government money operations also are adding to deflationary pressures. 
capita Treasury took $1,614,000,000 out of the banking system on February 2 by re- 
os a tiring certificates held by Federal Reserve Banks. That cut bank reserves. 
yuld be Debt retirement is to continue as Treasury collects more in taxes than it 
te. The needs to spend. Taxpayers take money out of banks to pay taxes, Treasury keeps 
ae it out by retiring bank-held debt. That hits money supply, base of inflation. 
es i 
perl (over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Cash surplus of the Treasury and the trend in bank loans are to be very in- 
portant in the months just ahead. If loans go down and Treasury cash goes up, 
people will have less money to spend for other goods. Inflation could be ended, 

Deflationary effect of debt retirement is beginning to worry officials. 
Treasury Secretary Snyder now speaks of "judicious" application of retirement, 





Price supports will help to cushion any severe crack in farm-commodity 
prices, but prices still can drop substantially before the Government must buy. 

To give an idea of how far farm prices can go below February 5 levels: 

Wheat, at the farm, can go to $1.95 a bushel, a drop of 19.4 per cent. 

Corn prices can go to $1.41 at the farm before requiring supports. 

Oats, at the farm, can be allowed to drop far below recent price of $1.02. 

Soybeans can take a 39.4 per cent drop to $2.12 a bushel. 

Cotton must be supported at the farm at 28 cents. It was 31 cents. 

These are basic prices that determine production costs of food and many 
other processed items. Farm commodities account for a large percentage of raw 
materials for factories. <A break in farm prices thus has an expanding effect. 








When it comes to items that enter more directly into food prices: 

Hogs sold on farms at $24.30 per 100 pounds on February 5. Prices could go 
to $16.02 a hundredweight, a drop of 24.1 per cent, before needing support. 

Chickens, at 26 cents a pound, are close to required support prices. 

Eggs, at prices received by farmers, were at support levels last week. 

Butter, which was bringing 83 cents a pound, could go to 60 cents at farms, 

Since grain prices govern feed prices, and feed costs influence costs of 
meat and dairy products, lower grain prices point to lower food prices. Basic 
farm commodities can go down a fourth or more before hitting support levels. 


Other factors are operating, however, that may temper deflation a bit. 

A tax cut is virtually assured. That will give individuals more money to 
spend--from $4,000,000,000 to $6,000,000,000 more, depending on the bill. 

; Exports will be maintained at high levels by the European-aid program. 

Consumer demand still exceeds supply for automobiles and houses, even at 
prevailing prices. If this persists, industrial activity has a strong support. 

Wage rates also are rising again. Recent settlements range from 5 to 10 
cents an hour. Big industries may settle near this range. 

Lower farm prices are not likely to be reflected in lower food prices and 
lower living costs in time to ease unions' wage demands. The prospect still is 
for a third round of wage rises. Then, if deflation gets a tight hold, higher 
and rigid wage scosts could lead to a considerable volume of unemployment. 





Rent control is ‘to be extended to April 30, 1949, but on an easier basis. 
New leases probably will be allowed that permit landlord and tenant to 
agree to pay any amount of rent. These leases must run through Dec. 31, 1949. 
Current leases, providing for 15 per cent increases, are to run until ex- 
piration date, usually Dec. 31, 1948, and then are to be free from all control. 
Higher rents also are likely to be easier to get on pleas of hardship. 
These are the major provisions of a bill drafted by a Senate subcommittee. 


The outlook is that they will be adopted in the final measure. 











Steel allocations are to be confined to Supplying steel for freight cars, 
farm implements, oil-drilling and oil-transport equipment, home construction. 
That is the extent of the voluntary agreement indicated by steel producers. 

Additional steel for these industries amounts to 10 per cent of output. 

Formal allocations for tin, antimony, fats, oils are likely to continue. 











Grain saving on a voluntary basis is running into snags. Recent trend in 
grain prices, however, may be an indication that the shortage is due to end. 
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INDICATORS OF BUSINESS 


A crack in prices has coincided with 
a slowup of business activity. 

Grain prices, key to the world food 
outlook, have broken sharply, fall- 
ing the full allowable limit on three 
straight days in the week ended 
February 6. Wheat for May deliv- 
ery sold at 50 cents below its peak. 
Corn was 47 cents below its peak, 
oats 29. 

Basic commodity prices tell to 341 
on the Bureau of Labor Statistics 
index of 28 commodities on Febru- 
ary 4. That compares with 347 on 
January 30 and 359 November 28. 

Wholesale prices fell to 163.7 on the 
BLS commodity index for the week 
ended January 31, the second 
straight decline. Food prices fell to 
the lowest since November 8. Farm- 
product prices had the sharpest loss 
since September 27. 

Stock prices slumped. The Dow- 
Jones average of 30 industrial stocks 
fell to 169.18 on February 5, the 
lowest since May, 1947. 

Deflationary forces are at work. 

Business spending for inventories 
apparently is slowing up. Bank 
loans, used largely for inventory 
purchases, fell $34,000,000 in the 
week ended January 28 and are 
below the level of December 24. 

Consumer spending fell off in Jan- 
uary. Department-store sales sank 
to 283 on the Federal Reserve in- 
dex, down from 303 in December. 

Employment dropped to 50,089,000 
in nonagricultural industries on Jan- 
uary 10, down 896,000 from De- 
cember 7-13. The drop is some- 
what more than normal. 
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Unemployment rose to 2,065,000, up 
$22,000. 

The drain of U.S. goods abroad 
slowed in December. Imports rose 
to a rate of $7,260,000,000 per 
year, the highest on record. This 
cut the export surplus to $6,312,- 
000,000, lowest since late in 1946. 

Tax collections are draining dollars 
away from private deposits in com- 
mercial banks. This is cutting buy- 
ing power and bank lending power. 

Treasury deposits at Federal Reserve 
Banks jumped $1,386,000,000 in 
January. Tax collections were 
$500,000,000 above January, 1946. 
















ACTIVITY 


Government debt held by Federal 
Reserve Banks is being paid off. Of 
$1,740,000,000 in Treasury certifi- 
cates paid off on February 2, 
$1,614,000,000 was owned by. the 
Federal Reserve Banks. This disap- 
pears from the U.S. money supply. 

Treasury cash from the budget sur- 
plus and from sale of savings bonds 
can wipe out as much as $5,000,- 
000,000 of bank deposits in the six 
months ending June 30. 

The money supply, shown in the 
smaller of the top charts, will stop 
rising if bank loans slow up while 
bank-held debt is being paid off. 
The money supply rose $4,400,000,- 
000 from June to November. 

The spending rate, shown in the top 
chart, rose from 1.2 times per year 
in 1946 to 1.4 in the fourth quarter 
of 1947. Faster turnover of existing 
money has added more to inflation 
than the postwar growth in money. 
The rate must hold if prices and 
business volume are to stay up. 

Production now is a bit lower. Steel 
operations were at 94 per cent of 
capacity in the week ended Feb- 
ruary 7, compared with 95.2 the 
previous week. Output of factories 
dropped to 197 on the U.S. News- 
World Report indicator for the week 
ended January 31, down from 198.1. 

Seasonal influences, present in 
trade, employment and tax collect- 
ing, have appeared at the same 
time with a greater-than-seasonal 
drop in department-store sales and 
a slump in food and farm-product 
prices. Deflationary forces are be- 
ginning to make themselves felt. 
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MERCOID 


SOLVES INDUSTRY'S AUTOMATIC CONTROL PROBLEMS 





- IT HAS BEEN PUBLICLY STATED THAT 
‘ THERE IS SCARCELY AN INDUSTRY IN 
THE COUNTRY THAT IS NOT USING : 
A MERCOID CONTROL SOMEWHERE : 


THE MERCOID CORPORATION 
4227 West Belmont Avenue, Chicago 41, Illinois 
MANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR 
CONDITIONING, REFRIGERATION AND NUMEROUS “INDUSTRIAL 
APPLICATIONS. ALSO MERCOID BRAND MERCURY SWITCHES. 
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A. you sit and read 
this important news of na- 
tional and international af- 
fairs, may we remind you 
that more than three hun- 
dred thousand other sub- 


scribers are doing exactly 


the same thing. 


Advertisers in this magazine 


each week realize the full 
significance of such an im- 


portant audience. 
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U. S. News-World Report 


Advertising Department 


30 Rockefeller Plaza, New York 20, N. Y. 
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What you as a businessman CAN and CANNOT dy, 


as a result of federal court 


YOU CAN sometimes get recognition 
of a family partnership, for income tax 
purposes, even though no formal part- 
nership contract has been executed orally 
or in writing. A circuit court of appeals 
overrules the U.S. Tax Court, and per- 
mits a husband and wife to split the prof- 
its of a joint business, for tax purposes. 
The wife gave both services and capital 
to the business, but a partnership agree- 
ment was not signed until the next year. 


* 


YOU CAN, in some cases, refuse to tel! 
a union the number of strikers that vou 
have permanently replaced. The Na- 
tional Labor Relations Board dismisses 
union charges of unfair labor practices 
against one employer who refused to dis- 
close such information after a deadlock 
in contract negotiations resulted in a 
strike. The union offered to call off the 
walkout if all strikers were reinstated. 


* * * 


YOU CANNOT count on using more 
than a limited amount of tin cans tor 
packaging nonfood products after Feb- 
ruary 29. The Department of Commerce 
announced new restrictions on use of tin 
for nonfood containers, which will apply 
after that date if Congress extends tin- 
control powers. The new restrictions deal 
with cans for beer, animal foods, coffee, 
lubricating oils and pigmented oil paints. 


* * * 


YOU CAN hereafter, as a landlord 
who is granted a higher rent ceiling in a 
“hardship” case, collect the higher rate 
from your tenants from the date when 
vou applied for the increase. This in- 
terpretation of hardship rent increases 
is made by the Housing Expediter. 


YOU CANNOT expect to treat as an 
income tax reduction a predecessor com- 
pany’s tax liability that your firm assumes 
and pays after a merger. A circuit court 
of appeals holds in one case that such a 
liability must be treated by the surviving 
company as a capital. expenditure, and 
the amount paid on the tax cannot be 
deducted from gross income. 

YOU CANNOT expect to get the courts 
to set aside an NLRB order to disestab- 
lish a union, which the Board considers to 


and administrative decisions. 


be company dominated, on the ground 
that the Taft-Hartley Act prevents NLRB 
from issuing such orders. The Supreme 
Court refuses to review a lower-court rul. 
ing, thus upholding, in effect, the NLRB 
theory that it still has power to issue op. 
ders of this kind. 


* * * 


YOU CAN get detailed information 
about the rules of the Wage-Hour Admin. 
istration on considering the cost of board. 
lodging and facilities as part of an em. 
ploye’s wages from a revised interpreta- 
tive bulletin just issued. The bulletin 
brings together previous opinions and 
statements of the agency on the subject, 
along with additional opinions. 


* * * 


YOU CANNOT safely use the word 
“tree” in advertising goods sold or dis- 
tributed in interstate commerce where 
there is no actual gift or where pur 
chase of other items is required in con. 
nection with the gift. The Federal Trade 
Commission, in an administrative inter- 
pretation, explains when use of “gift” 
and similar terms is considered a violation 
of the Federal Trade Commission Act. 


* * * 


YOU CAN find out about approved 
trade-practice rules for makers and sellers 
of watch cases from new rules for the 
industry just issued by the Federal Trade 
Commission. The rules deal with mark- 
ing, pricing and distribution practices, 


* * * 


YOU CAN, as an American business- 
man, obtain permission to visit Japan on 
a business trip on a less restricted basis 
than heretofore. The departments of 
State and Commerce announce that the 
Supreme Commander for the Allied Pow- 
ers in Tokyo has eased restrictions on 
American business travel to Japan. U.S. 
businessmen can stay 60 days, and make 
later applications to remain indefinitely. 


* * * 


YOU CAN express your opinions 00 
proposed changes in the U. S.-Mexican 
Trade Agreement, or ask to be heard at 
a public hearing on the proposals, until 
February 18. This deadline is set by 
Committee for Reciprocity Information, 
Washington 25, D.C. The public hear 
ing is scheduled for February 25. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their. decisions, courts and bureaus €0 
many facts which, for reasons of space, cannot be set forth in detail. U.S. Ni ws-WortD 
Report, on written request, will refer interested readers to sources of this basic mater. 
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pAILWAY EQUIPMENT Montreal 

The Canadian Pacific Railway Co. now has $63,000,000 
in contracts outstanding for locomotives, freight and passenger 
cars, all to be made in Canadian plants. Of this amount, $31,- 
000,000 represents new orders for 1948 and $32,000,000 pre- 
vious orders on which delivery is pending. New equipment 
entracted for this year includes 44 Diesel locomotives, 2,100 
feight and work cars, and 115 passenger cars. New passenger 
ers are being equipped with mechanical air-conditioning 
wits, thus doing away with the use of ice, and with im- 
proved springs and shock absorbers to make riding more 
comfortable. 

°0 00 

GRAIN OUTLOOK Washington 

Prospects for a good winter grain crop in Europe this year 
we improving. Reports reaching the U.S. Department of 
Agriculture indicate that the total acreage sown to winter 
grins in that area is larger than in the last two years. Chief 
reason for the brighter outlook is the rains that have been 
falling over most of Europe since the middle of November. 
In addition, seeding went on much later than usual because 
of the mild weather. France has sown a million more acres 
to winter grains than a year ago. Prospects also are favorable 
in other parts of Western Europe, Great Britain, the Scan- 
dinavian countries, Southeastern Europe, the U.S.S.R., Po- 
land, Italy, Turkey and North Africa. The only dark spot in 
the picture is Central Europe, where rains were inadequate 
in some sections and planting delayed. 


ELECTRICAL GOODS Tlalnepantla, Mexico 


An electrical products factory capitalized at $15,000,000 
has begun production in this suburb 12 miles from Mexico 
City. Five hundred men are at work now and 1,500 will be 
employed by the end of this year. Production is expected to 
reach a rate of $13,000,000 a year sometime in 1949. The 
plant is on a 19-acre site and is the largest industrial enter- 
prise set up in Mexico since the war. Its production will help 
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—News Dispatches on Business 


Operations Throughout the World 


supply a growing Mexican market for electrical goods. It is 
operated by Industria Electrica de México, S. A., a company 
whose ownership is 51 per cent Mexican and 49 per cent 
foreign, the latter mostly United States citizens. The firm is 
licensed by Westinghouse Electric International Corp. to 
make goods for industrial and household use, including in- 
dustrial and home refrigerators, gas and electric heaters, irons, 
fluorescent lamps, motors, generators, transformers, electrical 
switches and contacts, solders, and paints and varnishes. 
° 00 
AIR CARGO Bogota, Colombia 
Pan American Airways is flying 250,000 pounds of auto 
parts here from the United States. The parts include spark 
plugs, pistons and other small items. The order was placed by 
the General Automotive Co. of Bogota, after Pan American 
cut its air-cargo rates for auto parts from 26 to 20 cents a 
pound. In its deliveries, Pan American is using DC-4 cargo 
planes, each of which can carry up to 12,000 pounds. 
° 0°00 
SHIPPING GAINS Shanghai 
China’s merchant marine is to be boosted to 1,500,000 tons 
this year. This will be three times as large as the prewar ton- 
nage and 18 times as big as the merchant fleet at the end of 
the war, At the beginning of this year, China had 950,000 
tons of merchant vessels, both seagoing and river craft. In 
1937, there were 506,000 tons of shipping and at the end of 
the war only 80,600. Before the war, China operated only 
one line to a foreign port, Manila. Now, Chinese shipping 
firms operate seven regular lines to Bombay, Singapore, Sai- 
gon, Bangkok, Hong Kong, Guam and Japan. 
° O° 
ASSEMBLY PLANT Caracas, Venezuela 
An assembly plant being built here by General Motors 
Corp. is scheduled to begin operations this autumn. The plant 
will turn out trucks and commercial vehicles. It will help meet 
a growing need for road transport in Venezuela, where new 
roads are being built by oil companies and the Government. 





THE NEW LOOK IN MEXICO: The 19-acre Industria Electrica plant that will operate under Westinghouse licenses 
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General Motors has completed expansion of its Port Eliza- 
beth plant in the Union of South Africa and is increasing its 
assembly facilities in Australia. 

© 00 
NEW AIR LINER Sydney, Australia 

Production of the first all-metal civilian air liner built en- 
tirely in Australia is to get under way this spring. Preliminary 
tests of the aircraft, built by the De Havilland Co. of Sydney, 
have been successful. The plane is called the DH Drover and 
replaces the DH Dragon. The Drover is a monoplane and can 
carry from six to nine passengers. Its cruising speed is 135 
miles per hour and its range 500 miles. 

© 00 
CEMENT Buenos Aires 

Argentina is trying to import large quantities of cement to 
speed up her program of industrial expansion. To encourage 
shipments from abroad, the Government has freed imports 
of Portland cement from customs duties and a number of 
handling charges. Two full cargoes of cement, amounting to 
393,600 bags, have been received from Rumania, and more 
is on the way. The Government sells the imported product for 
$1.67% a 110-pound bag. This is 66% cents more than the 
price of local cement of the same weight. Production of cement 
in Argentina has risen steadily during the last few years, but 
has failed to keep up with demand. Output of the home in- 
dustry last year was 27,063,220 bags of 110 pounds each. 
Manufacturers believe that 40,000,000 bags could be pro- 
duced each year if sufficient transportation, fuel and power 
could be obtained. 

© 00 
STRATOSPHERE TESTS London 

The world’s largest stratosphere chamber, for advanced 
research in aviation, is nearly ready for operation at Vickers 
Armstrong, Ltd., Weybridge, Surrey. The chamber will be 
used by aviation experts to test aircraft structures under con- 
trolled conditions never before possible. It can reproduce tem- 
perature and pressure conditions that exist up to an altitude 
of 70,000 feet. Temperatures can be raised to 158 degrees 
Fahrenheit and lowered to—94 degrees Fahrenheit. Pressure 
can be dropped to one twentieth of an atmosphere (an at- 
mosphere is the pressure of the air at sea level, about 14.7 
pounds to the square inch). The chamber is an all-steel cyl- 
inder 50 feet long and 25 feet in diameter, with an area of 
40,000 cubic feet. It weighs 215 tons and whole airframes 
can be inserted for testing. Scientists will be able to watch 
the experiments through glass panels in the top and bottom of 
the chamber. 

an) 
NEW OIL REFINERIES Buenos Aires 

Three oil refineries are to be built in Argentina by the 
M. W. Kellogg Co., of New Jersey, a subsidiary of Pullman, 
Inc., specializing in petroleum and chemical engineering. 
The Argentine Government has approved a contract for the 
construction signed by the company and Yacimientos Petroli- 
feros Fiscales (YPF), the Government’s oil administration. 
The refineries will be built at La Plata, San Lorenzo and 
Lujan de Cuyo. They will have a capacity of about 28,500, 
9,430 and 6.285 barrels a day, respectively. The refinery at 
La Plata alone will cost an estimated $31,250,000. 

© 00 
STEEL EXPANSION New York 

Nine of the 12 new productive facilities that the U. S. Steel 
Corp. is building as part of its $500,000,000 expansion pro- 
gram are to go into operation this year. 

By the middle of the year, the Oliver Iron Mining Co. is 
to open a new research laboratory at Duluth, Minn., and the 
Trout Lake Pilot Plant at Coleraine, Minn., to improve the 
lower-grade iron ores; the Columbia Steel Co. will open a 
new cold-rolled strip mill at Pittsburgh, Calif.; Carnegie- Illi- 
nois Steel Corp. will finish facilities to increase output of sili- 
con steel at the Vandergrift, Pa., Works, and open two mod- 
ern blast furnaces at its South Works, Chicago. 
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Between July and October, the H. C, Frick Coke Co, wij 
open a new coal washer at the Robena Mine and United 
States Steel Coal and Coke Co. a new coal washer at Gary, 

Before the end of the year, Carnegie-Illinois will finig) 
facilities to increase cold-rolled strip and tin-plate capacity 
at its Irvin Works, Pittsburgh, and at its Gary Works, and 
also open a new coke-oven battery at its Clairton, Pa., Works. 
the Tennessee Coal, Iron and Railroad Co. will finish eon. 
verting a hot-rolled mill at its Fairfield Works to a cold re. 
duction mill. 

rn) 
HEATING PANEL Passaic, N. J, 

A new ceiling panel for heating homes and offices has been 
developed by the United States Rubber Co. The panel is 4 
feet square and contains a specially treated rubber that con. 
ducts electrical current. The electricity heats the panel to 
about 100 degrees Fahrenheit. If about 70 per cent of the area 
of a ceiling is covered with these panels, sufficient heat is gen. 
erated to warm the average room. Use of the panels is ip. 
tended to do away with the need for furnaces, pipes and 
radiators. 

© 00 
CLOTHING BY AIR MAIL London 

As part of Britain’s drive to earn dollars, representatives of 
the British men’s clothing firm of Hector Powe, Ltd., are 
touring the United States and Canada to sell London-made 
suits. Measurements are cabled or air mailed to London, with 
a promise that three months later the made-to-measure suits 
will be delivered for final fitting. 

© 00 
STEEL PLANT Warsaw 

Poland is to build a large iron and steel plant near Gliwice 
(Gleiwitz) in Upper Silesia, territory taken over from Germany 
after the war. The plant will be able to produce 1,500,000 
tons of iron and 1,000,000 tons of steel a year, which will give 
a big boost to the country’s iron output and nearly double its 
steel capacity. Building will begin this spring, and the plant is 
to be completed in about eight years. To finance the plant the 
Poles will use about one third of the $450,000,000 loan re- 
ceived from Russia under the new trade agreement. Russia 
will provide all the materials and also technicians to super- 
vise the preliminary construction, if the Poles request such aid, 
Under the trade agreement, the Russians also will send Po- 
land a complete auto-assembly plant to assemble Soviet-made 
cars in bigger numbers. 

© 00 
TRANSPORT PLANE Wichita, Kans. 

Beech Aircraft Corp., of Wichita, expects to have a new 
transport plane ready for delivery late this year. The four 
engine, twin-propeller transport is designed to carry 20 pas- 
sengers and to operate from small fields. The company also 
expects to boost the sales of its Bonanza business airplane, 
which seats four. Twelve hundred Bonanzas were sold in 1941. 

© 00 
CHEMICAL PLANT Cleveland, Ohio 

A $3,000,000 general chemical plant is to be built in Avon 
Lake, Ohio, by the B. F. Goodrich Chemical Co. Construe- 
tion is to begin in the spring or early summer. The plant. 
which will make general chemical products now in the de- 
velopment stage or nearing the commercial state, will be 
operated in conjunction with the company’s chemical exper 
mental station at Avon Lake. 

© 00 
RAYON FACTORY Sao Paulo, Brazil 

The largest rayon-producing factory outside the United 
States is being built here for the CCIA, Nitro-Quimica Brasi- 
leira. The plant, to be ready by midyear, will produce up to 
45,000 pounds of yarn and 11,000 pounds of staple fiber @ 
day. It will cost about $20,000,000. The plant was designed 
by the New York firm of Oscar Kohorn & Co. This company 
also is supplying the machinery for the plant and technical 
personnel to supervise its building and operation. 
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Shakeout in U.S. commodity prices has important TOOtS OVErSEAScecees 

Price relapse is tied in closely with improvement in the world grain situa- 
tion. Grain supplies still are to be short of demand. But signs in the last 
month or two point to a much narrower gap than previously expected. 

Sudden offering by Rumania of a million tons of corn was a surprise. 

Russia's deals in Europe now total nearly 3,000,000 tons of grains. That's 
much more than anybody expected Russia would sell. What's more, Russia may not 
be through yet. Britain hopes to get Russian wheat in the spring. 

Eastern Europe also has good growing proSpects, based on increased acreage 
and favorable soil conditions. Central Europe needs moisture. 

Western Europe, eSpecially France, is looking up. Rains are restoring 
grain lands. In this area last year the wheat and rye crop was only 60 per cent 
of normal. Experts expect this year's crop to be up about 40 per cent. 

In the Southern Hemisphere, Australia will export record quantities of 
wheat this year. Argentina's exports of wheat and corn have increased greatly 
in recent months. But Argentine supplies are not up to prewar levels. 

The United States and Canada look for heavy crops this year. Moisture con- 
ditions are much improved by recent heavy snowfalls which also protect the in- 
portant winter wheat now in the ground. But Canada has small stocks, can't 
export aS much as last year. U.S. exports of wheat may be higher than expected. 

Altogether, it looks as if world grain exports this year might be nearly 10 
per cent larger than in 1947. That's not enough to feed everybody weli. But 
the prospect of bigger Supplies puts pressure on prices. 





























With prices declining, dollar-hungry countries in the Western Hemisphere 
are getting the fidgets over the slow pace of the Marshall Plan. 

Canada has been counting on Marshall Plan dollars by early spring. Ca- 
nadians are chafing under restrictions on imports from U.S., particularly food 
and textiles. Attempts to buy these in Empire markets are not too successful. 

Canada's take during the first 15 months of the Marshall Plan might be 
$750,000,000. Canadians then could buy again fairly freely in the U.S. 

Big gainers in Latin America from the Marshall Plan would be: 

Argentina, by far the biggest beneficiary, selling grains, fats and oils, 
meats; Brazil, with coffee, cotton, rice; Venezuela and Colombia, oil and coffee; 
Cuba, sugar and tobacco; Peru, sugar; Chile, nitrates. 

Of these, only Venezuela and Cuba are well stocked with dollars. 

Nearly all the rest of Latin America is scratching for dollars. 

About $2,000,000,000 would be paid to Latin Americans for their goods dur- 
ing the first 15 months of the Marshall Plan. Also, Latin America and Canada 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


are expected to lend Marshall Plan countries $700,000,000. If the U.S. puts up 
this money, too, the Western Hemisphere countries stand to be gainers to the ex- 
tent of $3,400,000,000. That would double their present dollar and gold resources, 


A nest egg of this size will make these countries attractive markets..... 

But chances are that the U.S., to help Europe, will throttle down on Ship- 
ments of essentials to Latin America. Canada may get a better break. 

Import controls in Latin America may be relaxed as coffers are refilled. 





But the postwar splurge on American luxuries probably won't be repeated. 

Actually, the Latin Americans are worried that they won't get enough of 
what they need from the U.S.--Spare parts, lubricants, steel, farm machinery. 

Industrial production in Latin America will get another breather from U.S. 
competition during the first part of the Marshall Plan. AS in wartime, local 
industries will have to try to Supply what has been coming from the U.S. 

The Marshall Plan countries in Western Europe, as their exports develop, 
are likely to eye the Latin-American market more closely, particularly if Latin- 
American countries can pay in dollars. Britain and Germany were the biggest 
competitors of the U.S. for Latin-American trade before the war. 





Over the longer term, there's a big puzzle troubling world exporters. 
Before the war, the world's biggest buyer of manufactured goods was Asia. 
Latin America and Africa came next. They are important markets again. 

Not so ASia. Troubles in China, Japan, India, the East Indies have cut 
down their imports of manufactured goods, particularly of the heavier type. 
They want food, fuel and clothing. And it looks as if ASia won't be much of a 
market for machinery and such things for some time. 

So the whole pattern of export trade for manufacturing countries may be 
changed for a while, aS compared with prewar days. 

Actually, most European countries are anxious to sell as much as they can 
to the U.S. and other countries paying in "hard" currencies. 

Question is whether the Western Hemisphere can absorb all Europe is going 
to try to sell here. The U.S. normally isn't a big importer of the manufactured 
goods Europe has to sell. The rest of the Hemisphere has grown accustomed to 
American manufactures in the last nine years. 








British companies made a good profit showing last year. 

Despite wage increases, fuel scarcity early in the year and heavy taxes, 
net profits were up about 25 per cent, judging from the latest returns. 

Cancellation of the excess-profits tax helped. 

Dividends rose 14 per cent above the 1946 level. 

Trend now in Britain is toward distributing a little less in dividends. 
More money is being plowed back than in recent years. It's getting much harder 
to get permission to raise new capital in the market. 

Capital expenditures in 1947 were up to the prewar level--$6,400,000,000. 

But this year the British Government says industry must get along on capi- 
tal expenditures of $5,680,000,000. More effort must be put into present pro- 
duction. Most of this money will go into new machinery. New plants will wait. 

By comparison, American companies last year Spent almost three times as 
much as the British on new plant and equipment. Their profits were more than a 
third higher than in 1946 and dividends rose by 18 per cent. 
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a x CONSULT YOUR INSURANCE AGENT 
AS YOU WOULD YOUR DOCTOR OR LAWYER 


Whether you are a businessman or a 
householder, or both, you probably don’t 
have to be told about the need for insur- 
ance protection. The question is whether 


your present coverages are adequate and 











common-sense in the light of rising values. 
The U.S.F.&G. agent in your commu- 
nity is qualified to advise you on such 
matters. Ask him to review your present 


insurance protection. 





United States Fidelity & Guaranty Co., Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corp., Baltimore 3, Md. 
e ° e e Fidelity Insurance Co. of Canada, Toronto 
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Life Around the World —— —\.e: 


With Scotch whisky costing $1.80 a drink, 


Britons use bottled goods as barter currency 


LONDON 

IFE IN BRITAIN is becoming more and 
L more a matter of barter. Swapping for 
luxuries and trading for necessities pro- 
vide a way of getting around many short- 
ages and easing many controls. 

The famine in bottled liquors affords 
an example. Of course, most of the Scotch 
whisky is going to the United States for 
dollars. There isn’t enough grain to make 
beer plentiful. Gin is scarce, too. What 
beer and spirits are available are sold 
almost exclusively by the drink. Scotch is 
dispensed at the equivalent of from $1.20 
to $1.80 a drink, depending on whether 
the surroundings are a plain pine bar or 
a chromium-plated lounge. That includes 
a little water or soda, but no ice. 

The real test comes when a_house- 
holder desires to take a bottle home. 
First, he is told that it is impossible. Then 
he is asked whether he is prepared to pay 
the equivalent of $20 a bottle for Scotch 
or $11 a bottle for gin. Usually, he isn’t. 
Then the bartering begins. 

Some newcomers are lucky. One visi- 
tor from America recently offered an 
empty foot-locker of the U. S. Army style. 
It had cost $9 in the U. S. It was grabbed 
up for two bottles of gin and a bottle of 
French vermouth, worth, at current rates, 
the equivalent of $26. 

In another swap, a pound of butter was 
obtained in exchange for an empty egg 
crate. The British trader, who gave up 
the equivalent of five weeks’ butter ration 
tor the crate was confident he could take 
a commuting train into the country and 
pick up three dozen eggs. There is no 
regular egg ration, but the average Briton 
is fortunate if he gets two a month. 

Nylon stockings are another example. 
Quality nylons bought in the U.S., 
shipped by air to Britain, with payment 
of 100 per cent duty, still net the trader 
a profit of 100 per cent. That isn’t a big 
business, however, for, strictly speaking, 
Britons are not supposed to have access 
to dollar accounts in the U. S. 

Surprisingly, there isn’t much of a bar- 
ter market in cigarettes. Popular Ameri- 
can brands are subject to such high duties 
that, when imported by individuals, they 
cost the equivalent of 72 cents a package, 
4 cents more than the normal price of 
British cigarettes. 

If the American visitor or traveler in 
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Britain has to choose a single article most 
acceptable to persons here, either as a 
gift or as a bargaining counter, that item 
undoubtedly is tinned butter, with tinned 
bacon next in favor. Soap and soap flakes 
perhaps come next, with the emphasis on 
flakes that lather in cold water. C. H. K. 


Uruguay’s socialism 
moves to the farm 


MONTEVIDEO 

RUGUAY'S latest venture into socialism 
has the man in the street talking 
about “state farming.” A law now going 
into effect empowers the Government to 
seize and redistribute any land considered 
necessary for the further development of 
farming. The Government, through the 
Institute of Colonization, will provide 
machinery and equipment for small farm- 
ers who settle on the redistributed land. 

“Our idea is to use marginal lands, not 
now under exploitation,” says President 
Luis Batlle Berres. 

Immigration is to play an important 
part in the land program. The law is so 
broad as to permit the eventual breakup 
of large ranches and vineyards. But if it 
is administered cautiously, as now seems 
likely, changes will come slowly. 

The colonization law continues the 
trend toward social legislation and public 
ownership started over 40 years ago un- 
der President José Batlle y Ordojez, 
uncle of the present President. 

The Government already owns and 
operates part of the railways. Now it is 
getting ready to buy the British-owned 
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suocessful ventures into modified social- 
ism, It’s a neat trick, if you can do it. 
Most Uruguayans say it’s being done. 

A banker friend of mine didn’t seem 
worried when I asked him about it. 

“This country was considered radical 
mame f when the trend toward Government op- 
eration of certain businesses began,” he 
replied. “But now it’s probably the most 
conservative and stable of all. 

“It’s just a matter of knowing this kind 
of thing is Government policy, no matter 
what party is in power. The state is in- 
terested in certain fields. Every investor 
knows those fields aren’t safe ones for 
him. So he operates elsewhere. There’s 
plenty of room.” B.S. R. 


Only Germans check 
hats in Soviet Berlin 


BERLIN 
HE FIRST LESSON on Russian culture in 
Berlin's Soviet Culture House begins 
at the door. 
“Check your coat at the right. It’s free 
and it’s compulsory,” barks out the door- 
man as one enters the beautiful white 
NOWD &uilding off Unter den Linden—one of 
and teleIthe few real show places in this battered 
ficiently | capital. 
‘, created} Waving my engraved invitation, I kept 
| types right on. The doorman yelled. Someone 
ate con finally caught up with me. I declined to 
” force! surrender my coat because I didn’t want 
kinds ito lose it. After an argument, we compro- 
mised; I kept my coat. 
pats Germans, however, were given no 
2 Frigot' choice. Their wraps were shunted firmly 
erated Dyity the “free and compulsory” cloak room. 
k of bey It was a spectacular beginning for the 
itish pr showing of a series of Russian-made films, 
; im part of Soviet cinema-culture week 
fined biB ore. 
OrganiZ| Once past the doorman, guests climbed 
including one floor to a modern, newly decorated 
antic, theater with a capacity of about 400. 
oducts “FThirty-four persons were in the audience 
s alco, 4:55 p.m. 
= ; Promptly at 5 p.m., a speaker stepped 
tom behind the rich, red stage curtains 
_to announce that the movie we had been 
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sy . invited to see would be shown in another, 
ra smaller theater. 

pee The guests trooped downstairs. With a 
eo. flourish, a door was thrown open and the 
invited 34 found themselves in the center 

andi of the Soviet propaganda exhibit. 
operat There were lovely pictures of Moscow 
Pbuildings and spotless subways—but not 
vo deve’ picture of an average Russian. There 
Norwae ete charts of Russian automobile pro- 
g expt duction, with pictures. Locomotive pro- 
lible ole Ucton was represented by a picture of 


hn engine that would have been a super- 
Huper in Casey Jones’s day. 

| But these things I had seen before. 
os a Mhe exhibit, on the whole, is excellent. 
ding b Intended as a propaganda show, it is 
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done with a restraint that is rare among 
the Russians. 

However, by the time we had got 
through it and into the substitute theater, 
the original 34 guests had increased, at 
rough, quick count, to 77. The room was 
narrow, and would have been adequate 
for 40. The screen was in miniature, about 
the kind an ardent movie amateur would 
use in his living room. 

I elected to leave. An hour in the lobby 
of Culture House, while awaiting trans- 
port home, surely would provide better 
entertainment than a Russian movie. 

A steady flow of Germans poured 
through the double door. There was a 
girl who had lost a notebook the night 
before; it hadn’t been’ found. There was 
one couple, poorly dressed, who obvi- 
ously came in to get warm. They were 
told the exhibit was closed, and shunted 
out. 

Two old men, one with a beard, came 
in. They had tickets to a lecture upstairs. 
Unsuccessfully, they tried to get by with- 
out checking coats and hats. “It’s free and 
compulsory,” insisted the doorman. 

An ill-advised remark to my wife, “Do 
you suppose they get ‘em back?” was 
overheard. 

After that, a uniformed policeman 
showed up in the lobby. He even fol- 
lowed me to the telephone booth, when I 
made a second call for a car. 

By 6 p.m., more than a hundred per- 
sons had entered the building, most of 
them going upstairs for the political lec- 
ture, and, friends tell me, the unrationed 
meal that climaxed such evenings. Any- 
one without a ticket, however, quickly 
was ushered out. 

As I left, two Russian officers entered. 














The monotonous voice of the little door- 
man again beat out: 

“Hat check to the right. It’s free and 
it’s compul—” 

He stopped suddenly, clicked his heels 
and bowed. The Russians passed on, up 
the stairs. 

The sad part of the whole business 
was that I sincerely had wanted to see 
the Russian films, to find out how good 
they are, and, perhaps, to get a little bet- 
ter understanding of the Soviet mind. 

That the evening turned into a comedy 
is another regrettable demonstration of 
the difficulties in making contact with the 
Russians. T. H. 


Motto for Milan: Let 
the visitor beware! 


MILAN 

EOPLE who live in Milan don’t go out 

much at night. For one thing, they 
want to save their money. For another, 
they’re scared. 

The Milanese generally are less worked 
up about the political situation than are 
the people in Rome, but they remember 
the wave of lawlessness that swept North- 
ern Italy at the end of the war, and they 
are afraid the same thing will happen 
again. 

Most of the wealthy industrialists have 
money salted away across the Atlantic 
against the day when they might have to 
run away. 

Milan is in the center of what used to 
be the resistance country. And many of 
the wartime partisans have turned to 
banditry for a living. The police believe 
several organized bands are operating in 
the city. But they can’t do much about 
it except to warn visitors. 

“Beware of Thieves” is not a casual 
sign in this city. In the elevator of one 
of the biggest and most modern hotels is 
a placard warning guests to leave nothing 
valuable in their rooms. The recent expe- 
rience of an American visitor shows that 
this isn’t an idle warning. 

He registered at the hotel one Monday 
and, within hours, his fountain pen had 
disappeared. By Wednesday all his shirts 
had been stolen. His binoculars vanished 
the next day. He left Sunday, but, half 
an hour before train time, his typewriter 
was stolen. 

Thievery isn’t all. Prices are higher in 
Milan than elsewhere in Italy. Extra 
charges—such as special fees for heat— 
are added to hotel bills, for example. 
Many things are so expensive the people 
of Milan can’t afford them. 

Add these high prices to the risk of 
being held up on the street and stripped 
of everything down to socks—not an un- 
usual experience—and it is not difficult to 
see why Milanese keep to themselves and 
leave the city at large to visitors. J. M. 
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Whispers. 





Anti-Vandenberg Coalition in G.O.P. .. . Soviet Agents. 


Infiltrating Palestine? . . . Outlook for $1.20 Wheat 


his job to a civilian on July 1. Genera)! 


Senator Arthur Vandenberg, Republi- 
can leader on foreign policy, is up 
against an anti-Vandenberg coalition 
of 20 Republican Senators striving to 
force him into new compromises on 
the form and amount of dollar aid to 
Europe. On the inside, Senator Van- 
denberg is having the fight of his life 
with members of his own party. 


xk kk 


Southern Senators are passing word 
to the White House that they are in- 
terested in making a compromise with 
Republicans for a tax cut, if the White 
House is no longer to show an interest 
in consulting them on issues of policy 
and on appointments. Some _ key 
Democratic Senators who voted in 
1947 to uphold a veto of tax reduc- 
tion are preparing to vote to override 
a veto in 1948. 


Kk ok 


Relations between President Truman 
and his party’s leaders in Congress 


never were more strained than they . 


now are. 
xk * 


George Marshall, Secretary of State, 
has jolted the Army and some of his 
top aides with his decision that the 
State Department on July 1 will take 
over administration of Germany. This 
decision was made without prior con- 
sultation at lower levels or with offi- 
cials, including Robert A. Lovett, Un- 
der Secretary of State, against it. 


a owe 


A price for wheat ranging between a 
low of $1.20 and a high of $2 a bushel 
is being used by U. S. and other ex- 
perts as reasonable over the next four 
years. Plans for dividing up the 
world’s wheat are being discussed on 
this basis by 30 nations represented at 
the wheat conference now under way. 
Wheat still sells in U. S. for around 
$2.60 a bushel. 


ee ey 


The break in grain prices caused al- 
most as much excitement in Congress 
as in the commodity markets. Most 
Congressmen were making their po- 
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litical plans on the assumption of a 
continued boom. Now they are won- 
dering whether they will have to face 
the voters in a period of deciining 
business activity and rising unem- 
ployment. The situation has left them 
somewhat baffled. 


x *k * 


John Snyder, Treasury Secretary, is 
going ahead with his plan to use 
surplus cash in the Treasury to retire 
federal debt in a way that will have 
most effect in reducing the money 
supply. The Treasury is not opposed 
to money policies that are designed to 
produce some check to inflation. 


x *k *& 


The White House group was very sur- 
prised when Marriner Eccles did not 
resign after being demoted from the 
Chairmanship of FRB. The plan had 
called for an Eccles resignation, to be 
followed by appointment of a South- 
ern banker to the Reserve Board to 
help pacify Southern Senators. 


kk 


Mr. Truman is described as more and 
more inclined to be influenced by 
what he thinks will be good policy for 
an election year. Bankers who put on 
the heat to end the rule of Marriner 
Eccles as Federal Reserve _ Board 
Chairman were helped by this atti- 
tude. The idea of gaining banker 
favor tended to outweigh the fact 
that Mr. Eccles thought he had been 
given assurance of another year in 
his job. 


xk * 


Winston Churchill did not spark any 
White House interest with his sugges- 
tion that a new meeting be arranged 
between Joseph Stalin, Harry Tru- 
man and Clement Attlee. President 
Truman still thinks that he got 
rooked by Premier Stalin at Potsdam 
in 1945 and he is not inclined to seek 
another meeting. 


x *k * 


General Lucius Clay, U.S. military 
ruler of Western Germany, is not at 
all happy about the prospect of losing 


Clay, as U.S. “proconsul” in the de 
feated Reich, has exercised great 
power. 


x *« * 


Lewis Douglas, Ambassador tg 
Britain, apparently is being black 
balled both in the State Department 
and in Congress, as the No. ] man for 
administering the coming European 
Recovery Program. Mr. Douglas, in. 
stead, probably will be offered the job 
as field representative in Europe, car 
rying out orders from Washington. 


x k * 


Small groups of influential leaders, in- 
cluding top labor leaders, are being 





called in for conferences with State 


Secretary Marshall, who is doing an 
effective selling job on the program 
of aid for Europe. 


x *k * 


Russian secret agents, on the basis of 
information in the hands of the U.S, 
Government, have been moving regu- 
larly, over a rather long period, into 
Palestine with groups of Jewish im- 
migrants who run the blockade. These 
agents are described as highly trained. 


<x x * 


Mr. Truman is under increasing mili- 
tary and diplomatic pressure to get 
U.S. out of the commitment to sup- 
port a Jewish state in Palestine in any 
way that he can. It turns out that the 
advice the President received from top 
advisers on the troublemaking abili- 
ties of the Arabs far underestimated 
those abilities. 


x k * 


New dollars of aid for Chiang Kat 
shek in China, soon to be voted by 
Congress, are expected by high off: 
cials to disappear without leavin 
much trace, as other large donatiom 
and loans of dollars have done. Mi 
tary officials insist that it will ta 
billions of U.S. dollars and lat 
numbers of U.S. troops actuall 
fighting in China to straighten thin 
out so that Generalissimo Chiang 
regain his hold over more of China. | 
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